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g ay Employment and Emploi et 
ImmigrationCanada Immigration Canada 


January 9, 1978 


The Honourable Bud Cullen, P.C., M.P., 
Minister of Employment and Immigration, 
Ottawa. 


Sir: 


On behalf of the Canada Employment and Immigration Commission, I have 
the honour to submit for the information of Parliament the annual report on 
Government Annuities, covering the period from April 1, 1976 to March 31, 1977. 


The report is prepared in compliance with Section 18 of the Government 
Annuities Improvement Act. 


Respectfully submitted, 


J. L. Manion 


History..... 


Government Annuities Act 1908 


One of the first significant pieces of social 
legislation in Canada was the Government 
Annuities Act. It came into force on September |, 
1908. 


The purpose of the Act was to help Canadians 
provide for their later years. Annuities were bought 
either by individuals or by employers as pension 
plans for registered employees. The maximum 
annuity was first limited to $600 annually. In 
1931, it was fixed at $1,200 annually. The 
average annuity payable is now over $640 a year. 


Social and economic developments after 1945 led 
to the enactment of the Canada Pension Plan, 
the Old Age Security Pension and the Guaranteed 
Income Supplement. Pension plans, public and 
private, eventually proved more effective than 
government annuities in meeting the social needs 
of Canadians. The government responded to these 
developments in 1967. It disbanded the annuities 
sales force and stopped promoting government 
annuities. 


The Government Annuities Improvement Act— 
1975 


Inflationary pressures of the last few years with 
accompanying increases in interest rates led the 
government to increase the rate of return on 
annuities. This brought the rate closer to rates 
in the private sector. 


The average rate of interest on annuities was 
about 4 per cent. The Government Annuities 
Improvement Act of December, 1975 increased the 
interest rate to 7 per cent on annuities which had 
not yet matured. Matured annuities and those to 
mature in the future were further enriched. This was 
based on a percentage increase related to the 
original contract rate of interest. The increases 
ranged from 32 per cent for contracts with an 
original interest rate of 3 per cent, to 10 per cent 
for contracts with an original rate of 5%4 per cent 
effective April 1, 1975. 


The rate of return was set after careful study of 
similar types of investment in the private sector and 
various government accounts. The new rate should 
stay constant for some time. It is to be reviewed 
periodically depending on future variations in 
interest rates. However, the rate of return will not be 


allowed to drop below the original contract rate 
of interest. 


The maximum annuity one can buy is still 
$1,200.00. This maximum, however, may be 
exceeded to accommodate the higher rate of return. 


The 1975 Act formally ended the sale of govern- 
ment annuities. Employers, however, are still 
allowed to register new employees for existing 
group contracts until March 31, 1979. 


Current Operations 1976-1977 ...... 


Annuities Accounts 


The balance of the government annuities account 
on March 31, 1977 was $1,239 million. Interest is 
credited to the account at 7 per cent. The account 
consists of unmatured and matured annuities. The 
current value of unmatured annuities is based on 
the premiums at credit plus the accrued interest to 
the end of the fiscal year. The actuarially computed 
value as at March 31, 1977 applies to contracts 
which have come under payment. 


During the fiscal year 1976-1977, 1,245,406 
annuity instalment cheques were isued. Total 
instalment payments were approximately $87 
million. Refunds were $5.9 million. Some 2,610 
refund cheques were issued. Premium income was 
$3.9 million. 


In the past year, 8,868 annuities were placed 
under payment. On March 31, 1977, there were 
134,618 annuities under payment, held by more 
than 110,700 annuitants. Some 161,846 annuities 
have yet to come under payment. The administra- 
tion of annuities will therefore continue for many 
years. 


Under vested annuities there were 6,188 deaths. 
Current forecasts show that deaths will exceed 
maturing annuities by the year 1990. The average 
age at death was 76.1 for male and 81.4 for female 
annuitants. There were also 1,374 deaths under 
unmatured annuities. At the end of the fiscal year, 
there were 27 centenarians receiving annuity 
instalments. Eight reached age 100 during the year. 
The two oldest were 105 years. 


Administration 


The Unemployment Insurance Commission used 
to administer government annuities in the past. 
The UIC has been integrated with the Department 
of Manpower and Immigration to form the new 
Canada Employment and Immigration 
Commission. The administration of annuities will 
continue, as before, under the new Commission. 


In 1979, the Annuities Branch of the Commission 
will be transferred to Bathurst, New Brunswick. 
This move reflects government policy to locate 
departments in areas of high unemployment. 


Key personnel will be selected from Bathurst and 
trained in Ottawa. 


Careful planning will ensure that service to clien 
is not interrupted. Plans include the preparatio 
of new facilities, the training of new staff and tk 
relocation and reassignment of existing staff. Tt 
total administration will be transferred to Bathur 
in a number of phases over a one year period. 


Employer pension plans will now be on an 
electronic processing system. This will enable th 
Branch to give better service to employers and 
registered employees. The documentation for thi 
new “group deferred system” is completed and 
programming has begun. The objective is to hay 
the new system operating one year before the mo} 
to Bathurst. 


The vested annuities system, (group and 
individual), and the individual deferred annuitie; 
system have been on electronic data processing 
for some years. The systems are being reviewed 
to see if existing techniques, procedures and 
operations need improvement. A project team 
will develop operating procedures for all system: 
to facilitate the move to Bathurst. 


Actuarial Valuation 


The statement of the account shows a surplus 
of more than $1.9 million for fiscal 1976-1977. 
The main reason for the surplus is the number c 
those with matured annuities who died before 
they reached normal life expectancy. 


The financial transactions of the account are 
now reported separately from administrative 
expenses. 


Actuarial Certificate 


The Director, Actuarial Services, has certified 
that the reserves determined in respect of annuit 
contracts in force as of March 31, 1977 (as per 
the valuation summary attached hereto) were 
calculated in accordance with subsection 15(1) o 
the Government Annuities Improvement Act an 
Regulations pertaining thereto, and that, in 
conjunction with the valuation bases prescribed 
for newly-matured business, make good and 
sufficient provision for all obligations guarantee 
under the terms of the government annuity 
contracts in force as of March 31, 1977. 


VALUATION MARCH 31, 1977 OF ANNUITY CONTRACTS 


AND CERTIFICATES 
Classification Number Amount Present value of 
of annuity annuities in force 
Vested: 
Males, ordinary annuities 32,937 21,950,047 131,761,487 
Females, ordinary annuities 28,663 15,687,116 107,401,008 
Males, guaranteed annuities 41,484 27,848 265 244,457,893 
Females, guaranteed annuities 15,069 7,998,941 79 940,818 
Reducing at Old Age Security Age 4,077 5,320,896 24,364,496 
Last survivor ordinary 3,503 2,526,337 Px SVAy 
Last survivor guaranteed 180 86,421 914,775 
Annuities certain 6,288 4,245,726 13,977,248 
Temporary annuities 2,417 904,820 2,905 ,890 
Total vested 134,618 86,568,569 629 481,135 
Deferred contracts and certificates 161,846 608,940,626 
Death benefits by instalments 125 2122590 
Cheques due on suspended annuities - 294,562 
Provision for unpaid additional annuities - 24 000 
Totals 296,589 


1 238:952,913 
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Report to the 
Minister of Employment and Immigration 
on the examination of the 
accounts and financial statements of the 
GOVERNMENT ANNUITIES ACCOUNT 
for the year ended March 31, 1977 


AUDITOR GENERAL OF CANADA 


The Honourable Bud Cullen, P.C., M.P. 
Minister of Employment and Immigration 
Ottawa, Ontario 


I have examined the balance sheet of the Government Annuities Account administered by the 
Unemployment Insurance Commission as at March 31, 1977 and the statements of revenue and 
expense, unpaid annuities and administrative expenditure for the year then ended. My examination was 
made in accordance with generally accepted auditing standards, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial position of the Government 
Annuities Account as at March 31, 1977 and the results of its operations for the year then ended in 
accordance with generally accepted accounting principles applied, after giving retroactive effect to the 
change in accounting for actuarial valuation referred to in Note 3 to the financial statements, on a basis 
consistent with that of the preceding year. 


(Original signed) 
J. J. MACDONELL 


Auditor General of Canada 
Ottawa, Ontario 
September 1, 1977 


GOVERNMENT ANNUITIES ACCOUNT 
(Established by the Government Annuities Act) 


Balance Sheet as at March 31, 1977 


Deposit with the Receiver General for Canada 
Accrued interest due from Canada 


Accounts receivable 


1977 


$1,156,353,720 
84,168,961 
633,529 


1976 


$1,164,180,984 
84,494,755 
689 ,45 


$1 241,156,210 


The accompanying notes are an integral part of the financial statements. 


Accounts payable 
Actuarial surplus due to Canada (Note 3) 


Unpaid annuities, as per statement 


$1,249 365,194 


1977 197¢€ 

$ 2533129 $ 259 ,02¢ 
1,934,845 3,023,365 
1,238,968 ,236 1 246,082,801 


Certified correct: 


Executive Director, 
Finance and Administration, 
Unemployment Insurance Commission 
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$1 241,156,210 


Approved: 


$1,249,365 ,194 


o/h 


Unemployment Insurance Commission 


GOVERNMENT ANNUITIES ACCOUNT 


Statement of Unpaid Annuities 
for the year ended March 31, 1977 


1977 1976 
es ee ed a a ee ee ee ee 
Balance at beginning of year 

As previously reported $1,241,338 ,048 $1 251,544,167 

Prior years’ adjustment (Note 3) 4,744,753 (7,768,122) 

As restated 1,246,082,801 1 243,776,045 
Excess of expense over revenue 

(revenue over expense) for the year 7,114,565 (2,306,756) 
Balance at end of year $1,238 968,236 $1,246,082,801 
Balance at end of year comprises: 

Annuitants’ premiums and accrued interest for 

unmatured annuities $ 608,940,626 $ 627,324,266 
Present value of matured annuities 630,027,610 618,758,535 


$ 1,238,968 236 $1,246,082,801 


The accompanying notes are an integral part of the financial statements. 
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GOVERNMENT ANNUITIES ACCOUNT 


Statement of Revenue and Expense 
for the year ended March 31, 1977 


1977 1976 
Revenue 
Interest $84 163,613 $84,494,757 
Premiums 3,871,808 3,990,616 
Other 24,079 16,610 
88,059,500 88,501,983 
Expense 
Annuities paid 87,113,648 85,325,259 @ 
Refunds of premiums SO 15s tot 5,523,469 
Other 210,421 O12 52 
93,239,220 90,939,980 
Excess of expense over revenue before actuarial valuation L920 2,437,997 
Actuarial valuation — Surplus (Deficit) as provided in section 15 
of the Act and to be paid to Canada (Note 3) 1,934,845 (4,744,753) 
Excess of expense over revenue 
(revenue over expense) for the year 


The accompanying notes are an integral part of the financial statements. 
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$ 7,114,565 


$(2,306,756) 


GOVERNMENT ANNUITIES ACCOUNT 


Statement of Administrative Expenditure 
for the year ended March 31, 1977 


Salaries, wages and employee benefits 
Professional and special services 


Rentals 
Transportation and communications 
Utilities, materials and supplies 


Total expenditure 


Total expenditure provided by: 
Manpower and Immigration Vote 30 


to employee benefit plans 


1977 1976 
$1,697,164 $1,433,895 
229,610 221,697 
Computer services paid to the Unemployment Insurance Commission 179,039 169,512 
136,804 129,436 
44 942 10,173 
Zook Oz 20,135 
$2,513,521 $1,984,848 
$1,794,883 $1,481,868 

Manpower and Immigration Statutory Vote, contributions 
161,438 164,980 

Government departments which provided certain major 

357,000 338 000 


services without charge 


The accompanying notes are an integral part of the financial statements. 


C3130 


$1,984,848 
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GOVERNMENT ANNUITIES ACCOUNT 
Notes to the Financial Statements 
March 31, 1977 


1. Authorization and purpose 


The Government Annuities Account was 
established by the Government Annuities Act 
c. G6, R.S. and modified by the Government 
Annuities Improvement Act 1974-75-76, c. 83. 


The purpose of the Account was to assist 
Canadians to provide for their later years by the 
purchase of Government annuities. The 
Improvement Act, assented to December 20, 
1975, increased the rate of return and flexibility 
of Government Annuity contracts and the 
discontinued future sales of annuities. 


The Account is administered under the 
Unemployment Insurance Commission annuities 
program of the Department of Manpower and 
Immigration. 


2. Significant accounting policies 
a) Accounting system 


The accounts of the Government Annuities 
Account are maintained on an accrual basis. 


b) Calculation of unpaid annuities 


In accordance with section 15 of the 
Government Annuities Improvement Act, the 
liability outstanding at the end of each fiscal year 
in respect of annuity contracts is calculated on 
the basis of such rate or rates of interest and 
mortality tables, and in such manner, as is 
prescribed by regulation. 


If at the end of any fiscal year the liability 
calculated according to the above-mentioned 
paragraph exceeds or is less than the balance of 
the Government Annuities Account, the actuarial 
deficit or surplus resulting is credited or charged 
to the Consolidated Revenue Fund. 


c) Revenue for the year 


Revenue for the year included accrued interest 
calculated yearly on the balance of unpaid 
annuities, on the basis of such rate or rates of 
interest and mortality tables, and in such 
manner, as is prescribed by regulation. 
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d) Administration expenditures 


Included in the reported expenditures, are 
amounts for services provided without charge by 
other government departments. Acquisitions of 
furniture and equipment are expensed in the year 
of acquisition. 


3. Change in accounting policies—actuarial 
valuation 


Effective March 31, 1977, the surplus or deficit 
resulting from actuarial valuations will be 
recorded in the year in which they arise. To give 
effect to this change, the accounts have been 
adjusted retroactively. The balance of unpaid 
annuities at March 31, 1975, as previously 
reported, has been reduced by $7,768,122 
representing the actuarial surpluses arising prior 
to that date and due to Canada (Note 2b). 


The accounts for the year ended March 31, 
1976, have been restated to include the actuarial 
deficit of $4,744,753 due from Canada (Note 2b) 
arising at that date, by decreasing the actuarial 
surplus due to Canada on the Balance Sheet and 
by a corresponding decrease in the excess of 
expense over revenue for the year ended March 
B19 7G. 


The opening balance of unpaid annuities at 
April 1, 1976 has been increased to reflect the 
change referred above. 


4. Comparative figures 


Certain 1976 figures have been reclassified to 
conform to the 1977 presentation. 
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Deputy Minister /Chairman Sous-Ministre/Président 
Employment and Immigration Canada Emploi et Immigration Canada 


The Honourable Bud Cullen, P.C., M.P., 
Minister of Employment and Immigration, 
OTTAWA, Ontario. 


Saures 


On behalf of the Canada Employment and Immigration 
Commission, I have the honour to submit for the information of 
Parliament the annual report on Government Annuities, covering the 
period from April 1, 1977 to March 31, 1978. 


The report is prepared in compliance with Section 18 of the 
Government Annuities Improvement Act. 


Respectfully submitted, 


CURRENT OPERATIONS 
Annuities Account 


The balance of the government annuities account on March 31, 
1978, was $1,230 million. Interest is credited to the account at 7 per 
cent. The account consists of unmatured and matured annuities. The 
current value of unmatured annuities is based on the premiums at credit 
plus the accrued interest to the end of the fiscal, year... <The actuarially 
computed value to March 31, 1978, applies to contracts which have come 
under payment. 


The administration of contracts now under payment and those which 
will mature in future years will not be completed until well into the next 
century. Since the sale of government annuities began, more than 550,000 
contracts and group certificates have been issued. There are still 151,173 
contracts and certificates in the deferred payment category and 13/,625 
under payment. Contracts and certificates under payment were held by more 
than 113.,300,annui tants who, recedved¢l ,3360,591 wheques: valuedsat 
approximately $88.8 million during the fiscal year. There were also 2h OS 
cheques issued, valued at $5.2 million, for refund of premiums. 


Since the Government Annuities Improvement Act permits 
registration of new employees under group contracts until March Sabo AOS 
51 new registrations were made during the fiscal year of which 37 were for 
new employees and 14 were for the purchase of additional annuities fou 
employees already registered. Only 10 employers were still registering 
employees. 


The number of pensions that come under payment each year is still 
high: and. will, remain, sor fon yanothempdecade. (\Durines thes years 6, ZAG 
employees retired on pension. There are still 109,663 certificates to come 
under payment under pension plans. This total is comprised of 56,880 
certificates for active employees and 52,783 certificates for employees who 
have terminated employment and whose contracts are classified as deferred 
paid up annuities. Out of the 1,935 pension plans originally underwritten 
over the years, 1,068 have been discontinued as of March 31, 1978. 
Contributions were suspended under 686 plans. There were 181 plans under 
which contributions were still being submitted. 


In accordance with the new Act, individual annuity contracts can no 
longer be issued. During the fiscal year, 2,493 individual annuities came 
under) payment.w<-There wane stild,41L;510,suchdannulties inv the defersed 
payment category. A limited number of contracts are not slated to come 
under payment for another 50 years. 


Mortality Statistics 


Deaths under vested annuities (group certificates and individual 
contracts under payment) totalled 5,803 in 1977-78, a decrease from the 
1976-77 total of 6,188. Of these vested annuities, 3,166 were group 
certificates and 2,637 were individual annuities. Deceased male annuitants 
accounted for 4,088 vested annuities while deceased female annuitants 
accounted for the remaining 1,715. The average age of death for male 


annuitants was 75.9, a slight drop from 76.1 recorded the previous year, 
while for female annuitants the average age of death was 81.9 an increase 
Se 05 eromel07.6-77% M@ithere* were ‘al’so 1,173 ‘deaths? underideferred 
annuities, of which 931 were under group pension certificates and 242 under 
individual annuity contracts. 


The total amount of yearly reserves in respect of vested 
annuities under which death occurred was appreximately $27 million. Over 
SvzemilLtion in reserves were terminated as a result of deaths. The 
difference corresponds to annuities with a guaranteed payment period which 
continue to be paid to beneficiaries of the deceased annuitants for the 
balance of the guaranteed period. There are also contracts which continue 
as single life annuities when a death occurs under a joint life annuity. 


There were 21 new centenarians during the fiscal year, for a 
total of 35 centenarians as of March 31, 1978. Thirty centenarians were 
female and five were male; the two oldest annuitants were 105 years of 
age. 


Actuarial Certificate 


The Director, Actuarial Services, has certified that the reserves 
determined in respect of annuity contracts in force as Of Marches 19785 
(as per the valuation summary attached hereto) were calculated in 
accordance with subsection 15(1) of the Government Annuities Improvement 
Act and the Regulations pertaining thereto, and that, in conjunction with 
the valuation bases prescribed for newly-matured business, make good and 
sufficient provision for all unmatured obligations guaranteed under the 
terms of the government annuity contracts in force as of March 31, 1978. 


VALUATION MARCH 31, 1978 OF ANNUITY CONTRACTS 
AND CERTIFICATES 


Amount Present value of 
Classification Number of annuity annuities in force 
Vested: 
Males, ordinary annuities 34,419 22941 shiGs L3ieooe none 
Females, ordinary annuities 28,984 15,760,680 LOTR 2aa5 569 
Males, guaranteed annuities 42,756 DES SN oa fob, 251 Ube ae 
Females, guaranteed annuities LS OGL LIU gt LO T9 309s F27 
Reducing at Old Age Security Age 3,950 Pe lkGr,7 30 23 4902) Gl 
Last survivor ordinary 3,594 2.51603 543 2480. 95 
Last survivor guaranteed 163 74,281 749,963 
Annuities certain 6,470 4,296,032 14,080, 588 
Temporary annuities 2228 BBA 5 3bo 2,552, 941 
Total Vested IB 73625 885,195,510 640,122,099 
Deferred contracts and 
certificates io a 7A | 590,219 , 546 
Death benefits by 
instalments 1.5 192 , 830 
Cheques due on suspended 
annuities = 268 ,648 


Totals ZOSr sob L230 ,503... 20 


AUDITOR GENERAL OF CANADA VERIFICATEUR GENERAL DU CANADA 


ihe Honourable Bud Cullen, P.¢.), M.P.., 
Minister of Employment and Immigration, 
Ottawa, Ontario. 


I have examined the balance sheet of the Government Annuities 
Account administered by the Canada Employment and Immigration Commission 
as at March 31, 1978 and the statements of revenue and expense, unpaid 
annuities and administrative expenditure for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the 
financial position of the Government Annuities Account as at March 3l, 


1978 and the results of its operations for the year then ended in 
accordance with generally accepted accounting principles applied on a 


basis consistent with that of the preceding year. 


/Auditor General of Canada 
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GOVERNMENT ANNUITIES ACCOUNT 


Statement of Revenue and Expense 
for the year ended March 31, 1978 


Revenue 


Interest 
Premiums 
Other 


Expense 


Annuities paid 
Refunds of premiums 
Other 


Excess of expense over revenue 
before actuarial valuation 


Actuarial valuation - Surplus 
as provided in section 15 of the Act, 


to be paid to Canada 


Excess of expense over revenue 
for the year 


1978 


$ 83,489,726 
3,456, 886 
29,931 


ee 


86,976,543 


aS SS a 


88,575,159 
5,221,459 
211,960 


2 ee eee 


94,008,578 


Ee ee eee 


7,032,035 


1,078, 600 


ee 


8, 110,635 


$_ 8,110, 635 


I. 


$yc4, L63.,613 
3,871,808 
24,079 


ao eS 


850595900 


ee ee 


87,113,648 
5,915,151 
210,421 


ee 


937,239,220 


ee 


Dy i ede O 


1,934,845 


ea ee es 


By LG OOD 


$7,114,565 


The accompanying notes are an integral part of the financial statements. 


GOVERNMENT ANNUITIES ACCOUNT 


Statement of Administrative Expenditure 


for. the year vended (Marches) 731978 


Salaries, wages and employee benefits 
Professional and special services 
Computer services paid to the 

Canada Employment and Immigration Commission 
Rentals 
Transportation and communications 
Utilities, materials and supplies 


Total expenditure 
Total expenditure provided by: 
Manpower and Immigration Vote 30 


Manpower and Immigration Statutory Vote, 


contributions to employee benefit plans 259990 
Government departments which provided 
certain major services without charge 395,000 


$2,481,940 


1978 
$ 1,800,886 
303,421 


178,189 
144,480 
34,600 


20,364 


$ 2,481,940 


$ 1,846,949 


1977 


+ LY697V164 
229,610 


179.039 


136,804 
44,942 


Lae e 


+ 25a oe2T 


$ 1,794,883 


161,438 


357,000 


Po olay oa 


The accompanying notes are an integral part of the financial statements. 


GOVERNMENT ANNUITIES ACCOUNT 


Statement of Unpaid Annuities 


for the year ended March 31, 1978 


Balance, beginning of the year 


Excess of expense over revenue 
for the year 


Balance, end of the year 


Balance, end of the year comprises: 


Annuitants' premiums and 
accrued interest for 
unmatured annuities 


Present value of matured 
annuities 


1978 


$F 23059687236 


S10 700) 


pec 305 Cor SOU) 


$ 590,219,546 


640,638,055 


Del 25000 OO 


L977 


+ 1,246,082 ,801 


151145565 


SLO, 905.2 36 


$ 608,940,626 


630,027,610 


$1, 230,905,200 


The accompanying notes are an integral part of the financial statements. 


ihe 
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GOVERNMENT ANNUITIES ACCOUNT 


Notes to Financial Statements 
March 31, 1978 


Authorization and purpose 


The Government Annuities Account was established by the Government 


Annuities Act c. G6, R.S. and modified by the Government Annuities 
Improvement Act 1974-75-76, c. 83. 


The purpose of the Account is to assist Canadians to provide 


for their later years by the purchase of Government annuities. The 
Improvement Act, assented to on December 20, 1975, increased the rate 
of return and flexibility of Government Annuity contracts and 
discontinued future sales of annuities. 


The Account is administered by the Canada Employment and 


Immigration Commission. 


Significant accounting policies 


(a) 


(b) 


(c) 


(d) 


Accounting system 


The accounts of the Government Annuities Account are maintained 
Gin Zio eyecieweul lncienis. 


Calculation of unpaid annuities 


In accordance with section 15 of the Government Annuities Improve- 
ment Act, the liability outstanding at the end of each fiscal 

year in respect tO annuity contracts is calculated on the basis 

of such rate or rates of interest and mortality tables, and in 
such manner, as is prescribed by regulation. 


If at) the end, of “any fiscal year the Tiability calculated 
according to the above-mentioned paragraph exceeds or is less 
than the balance of the Government Annuities Account, the 
actuarial deficit or surplus resulting 1s credited or charged 
to the Consolidated Revenue Fund. 


Revenue for the year 


Revenue for the year included accrued interest calculated yearly 
on the balance of unpaid annuities, on the basis of such rate 

or rates of interest and mortality tables, and in such manner, 
as is prescribed by regulation. 


Administration expenditures 
Included in the reported expenditures, are amounts for services 


provided without charge by other government departments. Acquisitions 
of furniture and equipment are expensed in the year otf acquisition. 
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a COMPTE DES RENTES SUR L'ETAT 


(Etabli selon la Loi relative aux rentes sur 1'Ecat) 


Bilan au 31 


mars 1978 


ACTIF 
1978 1977 
Dép6t aupres du Receveur général 
du Canada $ 1,147,649,099 Sel S6.399 36720) 
Interéts courus a recevoir du 
Canada 83,489,726 84,168,961 
Comptes @ recevoir 1,047,673 633,529 
$ 1, 232,186,498 $ 1,241,156, 210 


les notes ci-juolntes font purtie intégrante des états financiers. 


Certifie exact: 


Directeur executif 
Finances et administration 
Comnission de l'emplolt 
et de l'immigration du Canada 


, 
’ 


a7 


( i AH Te L5G y 


Approuve: 


Le Président 
Commission de l'emploi 
et de 1' immigration gu Canada 


Comptes a payer 


Surplus actuariel a 
Canada 


Rentes non versées, 


PASSIF 


@étre viré au 


selon 1 


état 


1978 


$ 250,297 


1,078,600 


1,230,857,601 


$7 15232 186498 


UES Beans) Bae EE 


1977 


$ 253,129 


1,934,845 


1,238,968, 236 


$5 2403565220 
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e iy Deputy Minister/Chairman Sous-Ministre/Président 
Employment and Immigration Canada Emploi et I|mmigration Canada 


The Honourable Lloyd Axworthy, 
Peles Mel ey, 

Minister of Employment and 
Immigration, 

OTTAWA, Ontario. 


Sir: 

On behalf of the Canada Employment and Immigration 
Commission, I have the honour to submit for the information of 
Parliament the annual report on Government Annuities, covering the 


pertod. from April.l,1978 to Mareh 31, 1979. 


The report is prepared in compliance with Section 18 of 
the Government Annuities Improvement Act. 


Respectfully submitted, 
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HISTORY 
Government Annuities Act 1908 


One of the earliest significant pieces of social legislation in Canada 
was the Government Annuities Act. It came into force on September 1, 1908. 


The purpose of the Act was to help Canadians provide for their later 
years. Annuities were bought either by individuals or by employers as pension 
plans for registered employees. The maximum annuity was first limited to $600 
annually. In 1931, it was fixed at $1,200 annually. 


Social and economic developments after 1945 led to the enactment of 
the Canada Pension Plan, the Old Age Security Pension and the Guaranteed Income 
Supplement- Pension plans, public and private, eventually proved more effective 
than government annuities in meeting the social needs of Canadians. The 
government responded to these developments in 1967. It disbanded the annuities 
sales force and stopped promoting government annuities. 


The Government Annuities Improvement Act LOWS 


The Government Annuities Improvement Act of December 1975 increased 
the interest rate to 7 per cent on annuities which had not yet matured. Matured 
annuities and those to mature in the future were further enriched. This was 
based on a percentage increase related to the original contract rate of 
interest. The increases ranged from 32 per cent for contracts with an original 
interest rate of 3 per cent, to 10 per cent for contracts with an original rate 
of 5 1/4 per cent effective April 1, 1975. 


The 1975 Act formally ended the sale of government annuities. 
Employers, however, could register new employees under group contracts until 
Mareh 51, 1979. 


The basic maximum annuity is still $1,200.00. However, the 1975 Act 
allowed the maximum to be exceeded to accomodate the enrichment features. The 
average annuity is now over $640 a year. 


CURRENT OPERATIONS 1978-1979 


Financial Transactions & Registrations 


Total receipts including the interest credited to the Account were 
$86.1 million. Premium income was $3.0 million as compared to $3.5 million in 
1977-78. The total yearly interest credited to the Annuity Fund was 
$83.0 million compared to $83.5 million a year ago. 


During the 1978-79 fiscal year, 1,303,048 annuity instalment cheques 
were issued to more than 115,200 annuitants. Payments under vested annuities 
were $90.4 million compared to $88.8 million during 1977-78. Refunds of 
premiums were $4.9 million. Total disbursements were $95.3 million. 


Total disbursements were $9.2 million greater than total receipts. 
The total actuarial liability (that is, the value of outstanding government 
annuities) stood at $1,220 million as of March 31, 1979. This is a reduction of 
about $10.4 million from the previous year-end. 


ee 


Registration of new employees under group contracts ended on March 31, 
1979. Employers whose contracts were still open for registration were advised 
to obtain another underwriter for future employees. For 1978-79, there were 
only 112 registrations. Of these, 48 were for employees not previously 
registered and 64 were additional annuities bought for employees already 
registered. Many of these registrations used surplus employer funds earned from 
the improved interest rate. 


Over the years, the Annuities Branch underwrote 1,935 group 
pension plans representing 333,058 employees. Of these, 848 plans continued in 
force up to March 31, 1979 and contributions continue to be made under 164 
plans. 


In 1978-79, 5,924 employees retired under group annuity pension plans, 
for a total of 72,615 employees now receiving payments. There are still 102,980 
certificates to come under payment under group pension plans (52,610 
certificates for active employees and 50,370 certificates for employees who 
terminated their employment and had their certificates classified as deferred 
paid up annuities). 


During the year, 2,471 individual annuity contracts came under 
payment, for a total of 67,348 now under payment. There are 38,369 individual 
contracts not yet under payment (some to mature in about 50 years). 


Since 1908, more than 550,000 individual contracts and group 
certificates have been issued (220,586 individual contracts and 333,058 group 
certificates). On March 31, 1979, there were 139,963 individual and group 
annuity plans under payment. Some 141,349 have yet to come under payment. 


Mortality Experience 


Deaths under vested annuities totalled 5,899, 96 more than in 1977-78 
(3,211 group certificates and 2,688 individual contracts). Of these, 4,163 were 
males, 1,736 females. For males, the average age at death was 76.3 (up 0.4 from 
1977-78). For females, it was 81.8 (down 0.1 from 1977-78). There were 1,091 
deaths among holders of deferred annuities (861 group certificates and 230 
individual contracts). 


At the end of the fiscal year, there were 44 centenarians. Thirty-six 
were females and eight were males. Nineteen reached age 100 during the year. 
The four oldest annuitants, all female, were 103 years of age. The number of 
centenarians who receive annuity instalments more than doubled over the last 
five years. 


Administration 


The Canada Employment and Immigration Commission administers 
government annuities now under payment and those yet to come under payment. 


The Annuities Branch of the Commission is preparing to transfer to 
Bathurst, New Brunswick during 1979-80. This move reflects government policy to 
locate federal services in areas of high unemployment. 


The Branch has been recruiting and training staff before the move so 
that service to clients will not be interrupted. 


Actuarial Valuation 


A greater than projected number of people with matured annuities 
died before they reached normal life expectancy. This produced a surplus of 
just under $1.2 million for fiscal 1978-79. 


In 1978-79, the total reserves released on death from vested 
annuities was $22.5 million. Some $18.5 million of this is accounted for by 
the termination of the annuity contracts of deceased annuitants. An additional 
$4 million reduction in account reserves was due to two factors. Firstly, the 
expiration of the guaranteed payment period of some deceased annuitants. 
Secondly, the death of one of the annuitants with joint life contracts. 


Actuarial Certificate 


The Director, Actuarial Services, has certified that the reserves 
determined in respect of annuity contracts in force as of March 31, 1979 (as per 
the valuation summary reproduced herein) were calculated in accordance with 
subsection 15(1) of the Government Annuities Improvement Act and Regulations 
pertaining thereto, and make good and sufficient provision for all obligations 


guaranteed under the terms of the government annuity contracts in force as of 
March. ol, 197 9s 
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VALUATION MARCH 31, 1979 of ANNUITY CONTRACTS 
AND CERTIFICATES 


Present Value 


Amount of Annuities 
Classification Number of Annuity in Force 

Vested: 

Males, ordinary annuities 36,023 2359025020 143,160,874 
Females, ordinary annuities 29,316 15,870,947 107,342,782 
Males, guaranteed annuities 43,676 29,176,749 256,569,378 
Females, guaranteed annuities 14,855 7,778,538 Vi,202,501 
Reducing at Old Age Security Age 2 Thess 4,945 ,586 22,070,524 
Last survivor ordinary 3,696 2,695,105 2551074526 
Last survivor guaranteed 14° 67 ,826 73,050 
Annuities certain 6,552 4,348,092 14,186,353 
Temporary annuities 1 5934 691 ,837 2,025,129 
Total vested 139,963 89 ,477 ,500 648,537,917 
Deferred contracts and certificates 141,349 971,045,235 
Death benefits by instalments 117 199 ,006 
Cheques due on suspended annuities 171,600 
Totals 281,429 bi, 220 5453. 758 
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Report to the 
Minister of Employment and Immigration 
on the examination of the 
accounts and financial statements of the 
GOVERNMENT ANNUITIES ACCOUNT 
for the year ended March 31, 1979 
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The Honourable Ronald George Atkey, P.C., M.P. 
Minister of Employment and Immigration 
Ottawa, Ontario 


I have examined the balance sheet of the Government Annuities 
Account administered by the Canada Employment and Immigration Commission 
as at March 31, 1979 and the statements of revenue and expense, unpaid 
annuities and administrative expenditure for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the 
financial position of the Government Annuities Account as at March 31, 
1979 and the results of its operations for the year then ended in 
accordance with the provisions of the Government Annuities Act and 
Regulations and generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. 


Dole 
Senidr Deputy Auditor General of Canada 
for the Auditor General of Canada 


Ottawa, Ontario 
Aucuet) 3.1, 1979 
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CANADA EMPLOYMENT AND IMMIGRATION COMMISSION 


GOVERNMENT ANNUITIES ACCOUNT 


Statement of Revenue and Expense 
for the year ended March 31, 1979 


Revenue 


Interest 
Premiums 
Other 


Expense 


Annuities paid 
Refunds of premiums 
Other 


Excess of expense over revenue 
before actuarial valuation 


Actuarial valuation - Surplus for the year 
as provided in section 15 of the Act, 
to be paid to Canada 


Excess of expense over revenue 
for the year 


The accompanying notes are an integral part of 


INSHYS, 


$62 7043,791 
By O295 Soi, 
47,290 


86,120,418 


907 20, S79 
4,903,970 


322,087 


95,346,936 


D220 ois 


1,174,598 


$ 10,401,116 


1978 


$ 83,489,726 
3,456,886 
29), 934 


86,976,543 


BOy toy Loo 
BG 22g Ao 
211,960 


94,008,578 


UUs US 


___1,078,600 


$8,110,635 


the financial statements. 


CANADA EMPLOYMENT AND IMMIGRATION COMMISSION 
GOVERNMENT ANNUITIES ACCOUNT 


Statement of Unpaid Annuities 
for the year ended March 31, 1979 


1979 1978 
Balance.at beginning of the year Slip ao pool ,OUL S 1, 2387900; 250 
Excess of expense over revenue 
for the year 10,401,116 eh tldliW in Greis 
Balance at end of the year Sb ARO) pCO So Cotes Sees Ul OOOO 
Balance at end of the year comprises: 
Annuitants' premiums and 
accrued interest for 
unmatured annuities S 571,541,746 S 590, 2 to pao 


Present value of matured 


annuities 640,656 7,055 


648,914,739 


S 1,220,456,485 


The accompanying notes are an integral part of the financial statements. 


CANADA EMPLOYMENT AND IMMIGRATION COMMISSION 
GOVERNMENT ANNUITIES ACCOUNT 


Statement of Administrative Expenditure 
for the year ended March 31, 1979 


1979 1978 
Salaries, wages and employee benefits $ 2,243,489 $ 1,800,886 
Professional and special services 387,108 BOB i oak 
Computer services paid to the Canada 
Employment and Immigration Commission I)S , SOE: 178,189 
Rentals 143,014 144,480 
Utilities, materials and supplies CG.,354 20,364 
Transportation and communications 25), O23 34,600 
Total administrative expenditure S 3,062,536 S$ 2,481,940 
Total administrative expenditure provided by: 
Employment and Immigration Vote 25 $ 2,304,827 S$ 1,846,949 
Employment and Immigration Statutory Votes, 
contributions to employee benefit plans 324,709 239,991 
Government departments which provided 
certain major services without charge 433,000 395,000 


we 37 002,556 S$ 2,481,940 


The accompanying notes are an integral part of the financial statements. 
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CANADA EMPLOYMENT AND IMMIGRATION COMMISSION 
GOVERNMENT ANNUITIES ACCOUNT 


Notes to Financial Statements 
March 31, 1979 


Authorization and purpose 


The Government Annuities Account was established in 1908 by the 
Government Annuities Act c. G6, R.S. and modified by the Government 
Annuities Improvement Act 1974-75-76, c. 83. 


The purpose of the Account was to assist individuals and groups 
of Canadians to provide for their later vears by the purchase of 
Government annuities. The Improvement Act, assented to on December 20, 
1975, had for effect to increase the rate of return on Government 
Annuity contracts, to increase their flexibility and to di-continue 
future sales thereof. 


The Account is administered by the Canada Employment and Immigration 
Commission and operates through the Consolidated Revenue Fund. 


Significant accounting policies 


(a) Accounting system 


The accounts of the Government Annuities Account are maintained 
On ani accrual basis. 


(b) Calculation of unpaid annuities 


Unpaid annuities consist of accumulated premiums and accrued interest 
for unmatured annuities and the present value of matured annuities 
determined on an actuarial basis. 


In accordance with section 15 of the Government Annuities Improvement 
Act, the liability outstanding at the end of each fiscal year in 
respect to annuity contracts is calculated on the basis of such rate 
or rates of interest and mortality tables, and in such manner, as is 
prescribed by regulation. If at the end of any fiscal year the 
liability calculated exceeds or is less than the balance of the 
Government Annuities Account, the actuarial deficit or surplus 
resulting is charged or credited to the Consolidated Revenue Fund. 


(c) Revenue - Interest 


Interest represents accrued interest calculated yearly on the 
balance of unpaid annuities on the basis of such rate or rates 

of interest and mortality tables, and in such manner, as is 
prescribed by regulation. This interest is credited as revenue 
with a corresponding increase in the liability for unpaid annuities. 


(d) Administrative expenditures 


Included in the reported expenditures, are amounts for services 
provided without charge by other government departments. Acquisitions 
of furniture and equipment are expensed in the year of acquisition. 
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COMMISSION DE L'EMPLOI ET DE L'IMMIGRATION DU CANADA 


COMPTE DES RENTES SUR L'ETAT : 
(Constitué en vertu de la Loi relative aux rentes sur 1'Etat) 


Bilan au 31 mars 1979 


ACTIF 


1979 


Dépot auprés du Receveur général 


du Canada $51 5138.1 80.720 


Intéréts courus 4 recevoir du 
Canada 83,043,791 


Débiteurs 756,205 


$ 1,221,986,622 


1978 


$ 1,147,649,099 


83,489, 726 


1,047,673 


$ 1,232,186, 498 


Les notes ci-jointes font partie intégrante des états financiers. 


Approuveé: 


Le Directeur exécutif 
Finances et administration 
*emploi et de l'immigration du Canada, 


ap Meaecy 


Commission de 


Avnrouveé: 


PASSIF 
1979 
Créditeurs $ 355,539 
Surplus actuariel a @tre 
versé au Canada 1,174,598 
Rentes non versées, selon 
1'état _1,220,456,485 


$ 1,221,986, 622 


Le Président intérimaire 


Commission de l'emploi et de l'immigration du Canada, 


Px 


ie awe 
AL lee Vis oe 


1978 


$ 250,297 


1,078,600 


1,230,857, 601 


$ 1, 232,186,498 
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N. 102/81 


A he Deputy Minister and Chairman Sous-ministre et Président 
Employment and Immigration Canada Emploi et Immigration Canada 


The Honourable Lloyd Axworthy, 
Potres Piet s’s 

Minister of Employment and 
Immigration 

OTTAWA, Ontario 


Sim: 


On behalf of the Canada Employment and Immigration 
Commission, I have the honour to submit for the information of 
Parliament the annual report on Government Annuities, covering 
the period from April 1, 1980 to March 31, 1981. 


The report is prepared in compliance with Section 18 
of the Government Annuities Improvement Act. 


Respectfully submitted, 


Fe a oe 


M.A.J. Lafontaine 
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History 


The sale of government annuities officially began on 
September 1, 1908 with the enactment of the Government Annuities 
Act. The purpose of the Act was to encourage Canadians to provide 
for their later years. 

The active sale of annuities continued for nearly 60 
years. Between 1940 and 1950, employers, societies and associations 
turned in steadily increasing numbers to the purchase of government 
annuities as a means of providing pensions for their employees and 
members. However, a significant change in the sale of annuities took 
place during the 1950s. Though sales on an individual basis remained 
high, there was a marked reduction in sales to employers. Because of 
the $1,200 purchasable maximum on annuities, companies looked to 
private underwriters to provide higher levels of pension revenue for 
their employees. 

At the close of 1967, a Cabinet directive officially ended 
the active promotion of government annuities and the sales force was 
disbanded. Improved forms of social legislation, such as the Canada 
Pension Plan, the Guaranteed Income Supplement and Old Age Security 
had become more effective in meeting the needs of retired Canadians. 

By the mid-1970s, rapidly rising interest rates, along with 
other inflationary pressures, prompted the Government to increase the 


rate of return on annuities through the Government Annuities Improvement 


2 


Act. Prior to the Improvement Act, the average rate of interest On 
annuities was about 4 per cent. Effective April 1, 1975, the interest 
rate was raised to 7 per cent on annuities which had not yet matured. 
The Improvement Act also provided for percentage increases in benefit 
to be applicable at the date of contract maturity. These percentage 
increases (ranging from 10 per cent for contracts with an original 
interest rate of 54 per cent to 32 per cent for contracts with an 
original rate of 3 per cent) were also applied to contracts already 
under payment, effective from April 1, 1975. 

The Improvement Act formally discontinued the sale of 
government annuities. However, it extended until March 31, 1979, the 
registration of new employees under existing group contracts. It also 
allowed the maximum yearly annuity of $1,200 to be exceeded in order 
to accomodate the enrichment features related to the 7 per cent rate of 
return. 

Workload statistics 

The Annuities Branch continues to administer government 
annuity contracts now under payment and those to come under payment in 
future years. The servicing of these contracts will continue into the 
twenty-first century. 

Since 1908, more than 553,000 annuity contracts and group 
certificates have been issued. Of these, about 121,100 contracts and 
group certificates are still ina deferred payment status, while 143,170 


are currently under payment. Annuities under payment were held during 


mF 


ee aoe 


the fiscal year by nearly 118,500 annuitants who received approximately 
1.5 million cheques. As for annuities not yet under payment, the 
following table provides a schedule of dates at which these annuities 


are slated to mature. 


Deferred Deferred 

Individual Group Pension 

Contracts Certificates Total 
*Betore April. 1. 1937 250e 500e 750 
April. 1, WSP=' MarG1 211985 8,827 17,460 26,287 
April 1, 1985 - Mar. 31, 1990 9,612 26,718 36,330 
April. P2990; Mars+31) 1995 6,239 23,065 29,304 
Apridel, +1995, —.Mar 951), .2000 Ree | 1350S 16,877 
Aprit 1,-2000-= Mar. 31,2005 1,894 5,991 7,885 
April 1, 2005 - Mar. 31, 2010 POSL 12236 Zy2oT 
Aner el 2010 = "Mar. -31°20 15 590 246 836 
Apralyi,.2015,- Mar... 31,2020 293 50 343 
After March 31, 2020 115 8 £23 


; A pao aN 88,877 L2Z1,422 
e - estimate oe ietosat Aaneeve Seat 


The Annuities Branch underwrote 1,935 group pension plans over 
the years. As of March 31, 1981, there were 113 plans under which 
contributions can still be expected, 646 plans under which contributions 
have been formally suspended and 1,176 plans which have been discontinued. 
During the 1980/81 fiscal year, 5,542 certificates reached the payment 
stage, leaving about 88,877 certificates not yet under payment. 

For individual contracts, 2,210 annuities matured for payment 
during this same period. The yearly number of contracts coming under payment 
continued to decline. In the deferred state, there remain fewer than 32,300 


CONtTTACUS:. 


*Contracts and certificates with vesting dates prior to April 1, 1981 that 
will come under payment as soon as the annuitant is located and/or the 
proof of age and identity satisfied. 


../4 


Mortality experience 


There were 6,183 annuities in payment that were either 
terminated or adjusted because of death (3,569 group certificates 
and 2,614 individually purchased annuities), a marginal increase 
from the previous year. Male annuitants held 4,476 of those contracts 
and female annuitants held 1,707. The average age at death for male 
annuitants was 76.5, the same as for the previous year. Female 
annuitants averaged 82.8 years of age at death, a slight) Ti seyover 
fast year: 

The amount of reserve released as a result of death involving 
annuities in payment came close to $18.2 million. Of this amount, 
$13.8 million resulted from complete termination of annuity contracts. 
The remaining $4.4 million emerged from the consequential reduction of 
reserve factors (after the annuitants' deaths) for annuities with a 


guaranteed period and of joint and last survivor contracts. 


Centenarians 


Thirty annuitants became centenarians during the year. Taking 
deaths among the centenarians into account, the net increase in the 
number of centenarians was 12 foratotal of 65 as of March 31, 1981. Twenty 
of these are male, a net increase of nine among the male centenarians. The 


three oldest annuitants, all females, were 105 years old. 


ray to 
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Financial statement 


Total receipts, including the interest credited to the 
account, amounted to $82.9 million, a decrease of $1.7 million 
from the previous fiscal year. Premium income totalled $1.8 million, 
compared to $2.4 million in the previous fiscal year. 

Disbursements increased slightly by $0.4 million over the 
previousiiaseal yearjtoladtotal of) $97.6: mildionsiy 1980-81. 

Payments under vested annuities rose by $1.5 million to a total 

Ofeio2.2 maadion. Remaining disbursement of $5.4 million included 

$3.9 million for refunds of premiums, $1.3 million for lump sum 
settlements of guaranteed instalments and $0.2 million for miscellaneous 
payments. 

While total disbursements exceeded receipts by some $14.7 
million for the year, total actuarial liabilities ($1,190 million as of 
March 31, 1981) were $15.9 million lower than at the previous year- 
end. As a result, there was an actuarial surplus of about $1.2 million 
Hor che: los0-81 (fiscal year: 

The surplus arose, generally, because the level of mortality 
of annuitants with annuities in payment was higher than the level of 
mortality assumed in calculating the actuarial liabilities. In 
particular, the amount of reserve released as a result of death for 
annuities in payment exceeded the amount of reserve expected to be 
released (on the basis of mortality valuation assumptions). This excess 


led to the net actuarial surplus during the year. 
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Actuarial certificate 


The Director, Actuarial Services, has certified that the 
reserves determined in respect of annuity contracts in force as of 
March 31, 1981 (as per the valuation summary reproduced herein) were 
calculated in accordance with subsection 15(1) of the Government 
Annuities Improvement Act and Regulations pertaining thereto, and 
make good and sufficient provision for all obligations guaranteed 
under the terms of the government annuity contracts in force as of 


March 31, 1981. 


ary 


Valuation March 31, 1981 of Annuity Contracts 
and Certificates 


Amount Present value of 
Classification Number of annuity annuities in force 


a a a ren 


Vested: (in payment) 


Males, ordinary annuities 39,624 $26,435,141 $159 ,564,450 
Females, ordinary annuities 30,039 HORAES A S56 107,625,980 
Males, guaranteed annuities 43,742 195529., 136 259,051,185 
Females, guaranteed annuities 14,225 7,486,638 74,159,324 
Reducing at Old Age Security Age 3,700 Sy 28d 522 22,679,444 
Last survivor ordinary 4,161 3,049,170 28,458,996 
Last survivor guaranteed: 119 54,739 565,875 
Annuities certain OEP oi 4,091,649 12,847,459 
Temporary annuities 1,429 472; 902 1,303,075 
Total vested 143,170 $92,444,253 $666,855,718 


Deferred contracts and 
certificates 1211226 $523,179,105 


Death benefits by instalments 80 117,939 


Cheques due on 
suspended annuities 144,301 


-_ 


Total 264,372 $1,190,297, 063 


e - estimate 
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Report to the 
Minister of Employment and Immigration 
on the examination of the 
accounts and financial statements of the 
GOVERNMENT ANNUITIES ACCOUNT 
for the year ended March 31, 1981 
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The Honourable Lloyd Axworthy, P.C., M.P. 
Minister of Employment and Immigration 
Ottawa, Ontario 


I have examined the balance sheet of the Government Annuities 
Account as at March 31, 1981 and the statements of revenue and expenditure, 
and unpaid annuities for the year then ended. My examination was made in 
accordance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as I considered necessary in the 
circumstances. 


In my opinion, these financial statements present fairly the 
financial position of the Government Annuities Account as at March a1. .1981 
and the results of its operations for the year then ended in accordance 
with the accounting policy set out in Note 2 to the financial statements 
and generally accepted accounting principles applied on a basis consistent 


with that of the preceding year. 


Auditor General of Canada 


Ottawa, Ontario 
August 20, 1981 
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GOVERNMENT ANNUITIES ACCOUNT 


Statement of Revenue and Expenditure 
for the year ended March 31, 1981 


Revenue 


Interest 
Premiums 
Other 


Expenditure 


Annuities paid 
Refunds of premiums 
Unclaimed annuities (Note 3) 


Excess of expenditure over revenue 
before actuarial surplus 


Actuarial surplus - Excess of the 
recorded unpaid annuities over the 
calculated unpaid annuities at year-end 


Excess of expenditure over revenue 
for the year 


1981 


$ 81,031,163 
1,823,650 


19,902 


82,874,715 


93,600,090 
3,781,865 


1370322 


97.519 277 


14,644,562 


1,197,862 


$ 15,842,424 


1980 


$ 82,117,868 
2,373,537 
64,375 


84,555,780 


92,036,478 
4 836 , 863 
336 ,088 


97,209 ,429 


EES ete BS 


12,653,649 


1,583,229 


$ 14,236,878 


The accompanying notes are an integral part of the financial statements. 


GOVERNMENT ANNUITIES ACCOUNT 


Statement of Unpaid Annuities 
for the year ended March 31, 1981 


Balance at beginning of the year 


Excess of expenditure over 
revenue for the year 


Balance at end of the year 
Balance at end of the year comprises: 
Annuitants' premiums and 
accrued interest for 


unmatured annuities 


Present value of matured 
annuities 


The accompanying notes are an integral 


1981 1980 


$ 1,206,219,607. $ 1,220,456,485 


15,842,424 14,236,878 
$ 1,190,377,183 $ 1,206,219,607 


$ 523,259,225 $ 547,102,668 


667, 117:,958 659,116,939 
Sid 1905377 AS3 $ 1,206,219,607 


part of the financial statements. 


GOVERNMENT ANNUITIES ACCOUNT 


Notes to Financial Statements 
Martch--31,--1 981 


ile Authorization and purpose 


The Government Annuities Account was established in 1908 by the 
Government Annuities Act c. G6, R.S. and modified by the Government 
Annuities Improvement Act 1974-75-76, c. 83. 


The purpose of the Account was to assist individuals and groups 
of Canadians to provide for their later years by the purchase of Govern- 
ment annuities. The purpose of the Improvement Act, assented to on 
December 20, 1975, was to increase the rate of return on Government 
Annuity contracts, to increase their flexibility and to discontinue 
future sales thereof. 


The Account is administered by the Canada Employment and Immigra- 
tion Commission and operates through the Consolidated Revenue Fund. 


Ihe Significant accounting policies 


(a) Calculation of unpaid annuities 


In accordance with section 15 of the Government Annuities Improve- 
ment Act and Regulations, unpaid annuities represent accumulated 
premiums and accrued interest for unmatured annuities and the 
present value of matured annuities actuarially determined on the 
basis of such rate or rates of interest and mortality tables as 
are prescribed. 


(b) Actuarial surplus 


If at the end of any fiscal year the calculation of unpaid annuities 
exceeds or is less than the recorded unpaid annuities, the difference 
results in an actuarial deficit or surplus which is credited or 
charged to the Government Annuities Account within the Consolidated 
Revenue Fund. 


(c) Basis of accounting 


The accounts of the Government Annuities Account are maintained 
on an accrual basis. 


(d) Revenue - Interest 
Interest is calculated annually on unpaid annuities, at a rate of 


seven per cent, as required by the Government Annuities Improvement 
Act. 


$\. Unclaimed annuities 


The unclaimed annuities represent amounts transferred to the 
Consolidated Revenue Fund for annuities which cannot be paid because 
annultants cannot be located. 


ihe Services provided without charge 


Administrative expenditures of the Government Annuities Account 
are provided by the Canada Employment and Immigration Commission. 


For the fiscal year ended March 31, 1981, these expenditures 
totalled $3,499,000 ($3,223,000 for 1980). Included therein are 
amounts for services provided without charge by other government 
departments to the Commission. 
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i ale Deputy Minister and Chairman Sous-ministre et Président 
Employment and Immigration Canada Emploi et Immigration Canada 


January 10, 1983 


The Honourable Lloyd Axworthy, 
Pot pp Mees 

Minister of Employment and 
Immigration 

OTTAWA, Ontario 


Sir: 


On behalf of the Canada Employment and Immigration 
Commission, I have the honour to submit for the information of 
Parliament the annual report on Government Annuities, covering 
the period from April 1, 1981 to March 31, 1982. 


The report is prepared in compliance with Section 18 
of the Government Annuities Improvement Act. 


Respectfully submitted, 


Gaétan Lussier 
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Canadian Government Annuities 


Annual Report, 1981-82 


History 

The Government Annuities Act, a milestone in Canadian social leyislation, 
came into force on September 1, 1908. ‘The Act encourayed Canadians to 
provide for a retirement income. While the active sale of annuities 
continued for nearly sixty years, other social benefit plans, such as Old 
Age Security, Canada Pension Plan and Guaranteed Incane Supplement became 
more important during the 1960s. In addition, public and private pension 
plans became more attractive mainly because of the $1,2U0 pension ceiling 
on government annuities. This ceiliny led individuals and employers to 
turn to private underwriters to secure higher levels of retirement 
pensions. As a result, the sale of government annuities showed a steady 


decline and the government officially disbanded the sales force in 1967. 


Inflationary pressures in the 1970s, along with increasing interest rates, 
led the yovernment to bring the rate of return on annuities more closely 
in line with the rates available in the private sector. The Government 
Annuities Improvement Act of December 1975 increased the interest rate to 
7 per cent on annuities not yet in payment. Until then, the averaye rate 
of interest had been about 4 per cent. In addition, annuities in payment 
and those to mature in the future were enriched by a percentaye increase 
related to the contractual rate of interest. The increases ranged fran 
thirty-two per cent for contracts with an interest rate of 3 per cent, to 
ten per cent for contracts with a rate of 5 1/4 per cent. All increases 


were effective fran April 1, 1975. 


The Improvement Act formally ended the sale of government annuities and 
allowed the maximum yearly annuity of $1,200 to be exceeded in order to 
accammodate annuity increases which resulted fran the higher rate of 


return. 
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Workload Statistics 

The Annuities Branch continues to administer government annuity contracts 
now under payment and those to came under payment in future years. Since 
1908, about 553,000 individual contracts and group certificates have been 
issued. The majority of these (namely 297,000) have been fully 
administered by the Annuities Branch. As of March 31, 1982, about 111,000 
individual contracts and group certificates were still in a deferred 
payment status, while 144,981 were under payment. Annuities under payment 
were held during the fiscal year by nearly 120,200 annuitants who received 
approximately 1.5 million cheques. The following table provides a 
schedule of dates at which annuities not yet under payment are slated to 


mature. 
Deferred 
Deferred Group Pension 
Individual Certificates 
Contracts (estimate) Total 
Before April 1, 1982 388 1,075 1,463 
April 1, 1982 - March 31, 1985 6,225 12,356 18 ,581 
April 1, 1985 — March 31, 1990 9,473 25,094 34,567 
April 1, 1990 — March 31, 1995 6,178 22,230 28 ,408 
April 1, 1995 - March 31, 2000 3,349 13 ,308 16,657 
April 1, 2000 - March 31, 2005 1,873 5 956 7,829 
April 1, 2005 - March 31, 2010 1,035 1,205 2,240 
April 1, 2010 — March 31, 2015 580 241 821 
April 1, 2015 - March 31, 2020 291 50 341 
After March 31, 2020 114 8 122 
29 ,506 81,523 111,029 


The Annuities Branch underwrote 1,935 group pension plans over the years. 
Twenty-nine of these plans are no longer administered because the 


canpanies involved no longer have any employees in the deferred stage. Of 
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the remaining 1,906 plans, 1,181 were fomnally discontinued on advice fran 
companies involved, premiums have not been received for same time under 
676 of these plans, and premiums were received during the 1981/82 fiscal 


year under 49 plans. 


During the 1981/82 fiscal year, 6,112 group certificates reached the 
payment stage, leaving about 81,523 certificates not yet under payment. 


The yearly number of individual contracts coming under payment continued 
to decline, with 2,055 reaching the payment stage duriny the fiscal year 
compared to 2,210 during the previous year. There are still about 29,500 


individual contracts in a deferred payment status. 


Mortality Experience 


There were 6,098* annuities in payment that were either temninated or 
adjusted because of death (3,530 group certificates and 2,568 individual 


contracts). This campares with 6,183 in the previous year. 


Male annuitants held 4,352 of those annuities in payment affected by 
death. Female annuitants held 1,746. The average age of death for male 
annuitants was 77.0 years, up 0.5 fram last year. Female annuitants 


averaged 83.0 years of age at death, up 0.2 from last year. 


An amount of $18.3 million of reserve was released as a result of deaths 
involving annuities in payment. Of this, $13.8 million resulted from the 
complete termination of annuities. The remaining $4.5 million emerged 
fram the consequential reduction of reserve factors (after the annuitants' 
deaths) for annuities with a guaranteed period and annuities with joint 


and last survivor provisions. 


® To avoid manual adjustments, the recording period for these deaths was 
adjusted to coincide with the limiting date used in the computer system. 
Therefore, the death recording period for 1981/82 was shorter by about 1 
1/2 weeks. (This one-time adjustment in the number of such deaths will 
result in a lower actuarial surplus emerging from the mortality experience 
during the year.) 
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Centenarians 

Twenty-six annuitants became centenarians during the year. Taking deaths 
among the centenarians into account, there was a net increase of six 
centenarians, for a total of 71 as of March 31, 1982. ‘Twenty-five of 
these are male, a net increase of five over last year. The two oldest 


annuitants, both female, were 106 years old. 


Financial Statement 

Total receipts, including interest credited to the account, amounted to 
$81.3 million, a decrease of $1.6 million from the previous fiscal year. 
Premium income totaled $1,377,000, down by about $400,000 from the 
previous year. Of this total, only $79,000 represented employer and 
employee contributions under group contracts and the balance of $1,298,000 


was paid under individual contracts. 


Total disbursements of $99.5 million were $1.9 million greater than in the 
previous fiscal year. Payments under matured annuities increased by $1.6 
million to a total of $93.8 million. Other disbursements of $5.7 million 
included $4.1 million for refunds of premiums, $1.5 million for lump sum 
settlement of guaranteed instalments and $0.1 million for miscellaneous 


payments. 


While total disbursements exceeded receipts by same $18.2 million for the 
year, total actuarial reserves ($1,171.2 million as of March 31, 1982) 
were $19.1 million lower than at the previous year-end. As a result, 
there was an actuarial surplus of about $0.9 million for the 1981-82 


fiscal year. 
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This actuarial surplus resulted from the fact that actuarial reserves 
calculated at the end of the fiscal year were smaller than total funds 
accumulated during the year. Since a portion of accumulated funds was no 
longer required as of March 31, 1982 to cover the government obligations 
under the program, it could therefore be released as an actuarial surplus 
for the fiscal year. One reason why actuarial reserves are smaller than 
accumulated funds is that a larger amount of reserves was released, as a 
result of deaths, than was anticipated on the basis of current mortality 


assumptions. 


Actuarial Certificate 

The Director, Actuarial Services, has certified that the reserves 
determined in respect of annuity contracts in force as of March 31, 1982 
(as per the valuation summary reproduced herein) were calculated in 
accordance with subsection 15(1) of the Government Annuities Improvement 
Act and the Regulations pertaining thereto, and make good and sufficient 
provision for all obligations guaranteed under the tenns of the government 


annuity contracts in force as of March 31, 1982. 
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VALUATION OF GOVERNMENT ANNUITIES 


AS OF MARCH 31, 1982 


Amount Actuarial 
Classification Number of annuity reserves 
$ $ 

MATURED:(in payment) 
Males, ordinary annuities 41,572 27,773,262 168 ,300 ,047 
Females, ordinary annuities 30 ,403 16,195,090 107 ,659 ,457 
Males, guaranteed annuities 43,682 29 ,559 ,236 259 ,805 ,521 
Females, guaranteed annuities 135722 7,259 ,693 71,661,262 
Reducing at Old Age Security aye 3,897 5,702,329 24,501,839 
Last survivor, ordinary 4,417 3,246 ,842 30 ,435,108 
Last survivor, guaranteed 96 41,028 425,150 
Annuities certain 5 ,864 3,906 ,0Y94 11,965,117 
Temporary annuities 1,261 405,153 1,034 ,624 
Sub-total 144,914 94 ,088 ,727 675,788 ,125 
Cheques due on suspended annuities NWA 147 ,549 
Death benefits by instalments 67 92,396 
Total Matured 144,981 676 ,028 ,070 
DEFERRED: (not yet in payment) 111 ,029e 495,175,149 
TOTAL 256 ,010e 1,171,203 ,219 


Report to the 
Minister of Employment and Immigration 
on the examination of the 
accounts and financial transactions of the 
GOVERNMENT ANNUITIES ACCOUNT 
for the year ended March 31, 1982 
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AUDITOR'S REPORT 


The Honourable Lloyd Axworthy, P.C., M.P. 
Minister of Employment and Immigration 


I have examined the balance sheet of the Government Annuities 
Account as at March 31, 1982 and the statements of revenues and expenditures, 
and unpaid annuities for the year then ended. My examination was made in 
accordance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as I considered necessary in the 
circumstances. 


In my opinion, these financial statements present fairly the finan- 
cial position of the Account as at March 31, 1982 and the results of its 
operations for the year then ended in accordance with the provisions of the 
Government Annuities Acts and Regulations and generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


° 


Kenneth M. Dye, F.G¢A. 
Auditor General of Canada 


Ottawa, Ontario 
November 23, 1982 
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GOVERNMENT ANNUITIES ACCOUNT 
(Established by the Government Annuities Act) 


Balance Sheet 
as at March on, 


ASSETS 
Deposit with the Receiver 
General for Canada 
Accrued interest due from Canada 
Accounts receivable 
LIABILITIES 


Accounts payable 
Actuarial surplus due to Canada 


Unpaid annuities 


Approved by the Canada Employment and Immigration Commission: 


5 


Chairman 


1982 


1981 


(in thousands of dollars) 


$ 1,092,182 
79,855 


92 


Sq SMG 28T20 


$ Z2 
904 
1,171,203 


Sus 1725929 


Be ener 


Executive Director 
Finance and Administration 


$ 1,112,208 
80,969 


ao 


$ 1,193,210 


$ 52 
2.781 
1,190,377 
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GOVERNMENT ANNUITIES ACCOUNT 


Statement of Revenues and Expenditures 
for the year ended March 31, 1982 


1982 1981 
(in thousands of dollars) 
Revenues 
Interest $ 79,855 $ 81,031 
Premiums Poole 1,824 
Other 45 tsoqsd 20 
SL217 82,875 
Expenditures 
Annuities paid pe ee Ped 93,600 
Refunds of premiums 4,181 3,782 
Unclaimed annuities 44 137 
99,547 Sh,019 
Excess of expenditures over revenues 
before actuarial surplus 18,270 14,644 
Actuarial surplus - Excess of the 
recorded unpaid annuities over the 
calculated unpaid annuities at year-end 904 bas 


Excess of expenditures over revenues 


for the year $ 19,174 $ 15,842 


GOVERNMENT ANNUITIES ACCOUNT 


Statement of Unpaid Annuities 
for the year ended March a} Pee Be) ys 


Balance at beginning of the year 


Excess of expenditures over 
revenues for the year 


Balance at end of the year 
Balance at end of the year comprises: 
Annuitants' premiums and 
accrued interest for 


unmatured annuities 


Present value of matured 
annuities 


1982 


(in thousands 


7 151905577 


19,174 


ory t,. 205 


$495,175 


676,028 


Seti, 209 


1981 
of dollars) 


> 15,206,219 


15,842 
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Se 254299 


667,118 


9. 1,190, 377 
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GOVERNMENT ANNUITIES ACCOUNT 


Notes to Financial Statements 
March 31, 1982 
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Authority and purpose 


The Government Annuities Account was established in 1908 by the 
Government Annuities Act, R.S.C. c. G6, and modified by the Government 
Annuities Improvement Act, S.C. 1974-75-76, c. 83. 


The purpose of this legislation was to assist individuals and 
groups of Canadians to provide for their later years by purchasing 
Government annuities. The Improvement Act, assented to on 
December 20, 1975, increased the rate of return on Government annuity 
contracts, increased their flexibility and discontinued future sales. 


The Account is administered by the Canada Employment and Immigra- 
tion Commission and operates through the Consolidated Revenue Fund. 


Significant account ing policies 


(a) Basis of accounting 


The accounts of the Government Annuities Account are maintained 
on an accrual basis. 


(b) Unpaid annuities 


In accordance with Section 15 of the Government Annuities 
Improvement Act, and with the Government Annuities Regulations, 
unpaid annuities comprise: (i) in respect of unmatured 
annuities, accumulated premiums and accrued interest, and (ii) in 
respect of matured annuities, the present value of such annuities 
actuarially determined on the basis of such rate or rates of 
interest and mortality tables as is prescribed. 


(c) Actuarial surplus due to Canada 


If at the end of any fiscal year the calculated amount of unpaid 
annuities exceeds or is less than the recorded amount of unpaid 
annuities, the difference results in an actuarial deficit or 
surplus which is credited or charged to the Government Annuities 
Account within the Consolidated Revenue Fund. 


(d) Interest revenue 


Interest revenue is calculated annually on unpaid annuities, at a 


rate of seven per cent, as required by the Government Annuities 
Improvement Act. 


(e) Unclaimed annuities 


Unclaimed annuities represent amounts transferred to the 
Consolidated Revenue Fund in respect of annuities that could not 
be paid because the annuitants could not be located. 


ay Services provided without charge 


Administrative services are provided to the Account by the Canada 
Employment and Immigration Commission without charge. 


For the year ended March 31, 1982, the cost of these services 
amounted to $3,258,000 (1981 - $3,499,000), including amounts for 
services provided without charge by other Government departments to 
the Commission. 
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a ie Deputy Minister and Chairman Sous-ministre et Président 
Employment and Immigration Canada Emploi et Immigration Canada 


December 20, 1983 


The Honourable John Roberts, P.C., M.P., 
Minister of Employment and Immigration 
OTTAWA, Ontario 


On behalf of the Canada Employment and Immigration 
Commission, I have the honour to submit for the information of 
Parliament the Annual Report on Government Annuities, covering 
the period April 1, 1982 to March 31, 1983. 


The report is prepared in compliance with Section 18 
of the Government Annuities Improvement Act. 


Respectfully submitted, 


Gaétan Lussier 
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Canadian Government Annuities 


Annual Report, 1982-83 


History 


The Government Annuities Act, a milestone in Canadian legislation, came 
into force seventy-five years ago, on September 1, 1908. The guiding 
principle of the Government Annuities program was stated in the preamble to 
the original Act of 1908 which reads in part: "Whereas it is in the public 
interest that habits of thrift be promoted and that the people of Canada be 
encouraged and aided thereto so that provision may be made for old age; and 
whereas it is expedient that further facilities be afforded for the 


attainment of the said objects...". 


The First Fifty Years 


After gradual but moderate increases in activities during the first 
twenty-five years of operation, the Government Annuities program expanded 
most rapidly in the next twenty-five years. Five of the first seven 
premium schedules were introduced during this time. Many regulatory 
amendments and orders-in-council were implemented to accommodate about 
2,000 diversified Group Pension plans underwritten, in whole or in part, by 
the Annuities Branch during the 1940s and 1950s. There were record sales 
of individual contracts and group certificates during the late 1940s. The 
Group Division of the Annuities Branch was most active during the 1950s as 


almost 130,000 Group certificates were issued during that period. 
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The Sixties 


To increase sales and curtail rapidly decreasing premium revenues, the 
interest rate was increased for certain types of annuities by Order in 
Council (P.C. 1964-471) effective April 1, 1964. For new group annuity 
purchases, the rate was raised to five percent. For new immediate 
annuities purchased at ages fifty-five and older, the rate was increased to 
5 1/4 per cent. For deferred annuities maturing in five years or less at 
age fifty-five or older, the four per cent rate was raised to five per cent 


at and beyond maturity. 


The new interest rates did not generate the desired results. This could 
have been because of interesting developments announced or taking place in 
the Canada/Québec Pension Plan, Old Age Security and Guaranteed Income 
Supplement programs. Also, a buoyant stock market generated much favour 
among investors towards mutual funds and similar equity-based investments. 
As a result, the sale of government annuities continued to decline and the 


government officially disbanded the sales force in 1967. 


The Seventies 


Inflationary pressures in the 1970s, along with increasing interest rates, 
led the government to bring the rate of return on annuities closer to the 
rates available in the private sector. The Government Annuities 
Improvement Act of December 1975 increased the interest rate to 7 per cent 
on annuities not yet in payment. Until then, the average rate of interest 
had been about 4 per cent. In addition, annuities in payment and those to 
mature in the future were enriched by a percentage increase related to the 
contractual rate of interest. The increases ranged fram thirty-two per 
cent for contracts with an interest rate of 3 per cent, to ten per cent for 
contracts with a rate of 5 1/4 per cent. All increases were effective fran 
Aprile, e19753 


The Improvement Act formally ended the sale of government annuities and 


allowed the maximum annuity of $1,200 to be exceeded in order to 


accammodate annuity increases resulting from the higher rate of return. 
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Workload Statistics 


The Annuities Branch continues to administer government annuity contracts 
now under payment and those to come under payment in future years. Since 
1908, about 553,000 individual contracts and group certificates have been 
issued. The majority of these (namely 307,600) have been fully administer- 
ed by the Annuities Branch. As of March 31, 1983, about 98,700 individual 
contracts and group certificates were still in a deferred payment status, 
while 146,730 were under payment. Annuities under payment were held during 
the fiscal year by nearly 122,100 annuitants who received approximately 1.5 
million cheques. The following table provides a schedule of dates at which 


annuities not yet under payment are slated to mature. 


Deferred Deferred 
Individual Group Pension 
Contracts Certificates Total 
Before April 1, 1983 347 593 940 
April 1, 1983 - March 31, 1985 4,187 7,460 11,647 
April 1, 1985 - March 31, 1990 9,336 22,401 81,737 
April 1, 1990 - March 31, 1995 6,136 20,833 26,969 
April 1, 1995 - March 31, 2000 Byo2i 127 9Le 16,238 
April 1, 2000 - March 31, 2005 1,859 5,847 7,706 
April 1, 2005 - March 31, 2010 1,029 L187 2,216 
April 1, 2010 - March 31, 2015 569 238 807 
April 1, 2015 - March 31, 2020 287 49 336 
After March 31, 2020 114 8 122 
2dy LBS 75533 98,718 


The Annuities Branch underwrote 1,935 group pension plans over the years. 
Twenty-nine of these plans are no longer administered because the companies 
involved no longer have any employees in the deferred stage. Of the 
remaining 1,906 plans, 1,215 were formally discontinued on advice fran 
companies involved, premiums have not been received for same time under 647 
of these plans, and premiums were received during the 1982/83 fiscal year 


under 44 plans. 
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During the 1982/83 fiscal year, 6,773 group certificates reached the 
payment stage, leaving about 71,533 certificates not yet under payment. 


The yearly number of individual contracts coming under payment continued to 
decline, with 1,886 reaching the payment stage during the fiscal year 
compared to 2,055 during the previous year. There are still about 27,185 


individual contracts in a deferred payment status. 


Mortality Experience 


There were 6,349 annuities in payment that were either terminated or 
adjusted because of death (3,753 group certificates and 2,599 individual 


contracts). This compares with 6,098 in the previous year. 


Male annuitants held 4,606 of those annuities in payment affected by death. 
Female annuitants held 1,743. The average age of death for male annuitants 
was 76.9 years, down 0.1 from last year. Female annuitants averaged 83.2 


years of age at death, up 0.2 from last year. 


An amount of $20.2 million of reserve was released as a result of deaths 
involving annuities in payment. Of this, $14.6 million resulted from the 
complete termination of annuities. The remaining $5.6 million emerged fran 
the consequential reduction of reserve factors (after the annuitants' 
deaths) for annuities with a guaranteed period and annuities with joint and 


last survivor provisions. 


Centenarians 


Thirty-five annuitants became centenarians during the year. Taking deaths 
among the centenarians into account, there was a net increase of nine 
centenarians, for a total of 80 as of March 31, 1983. Twenty-three of 
these are male, a decrease of two from last year. The oldest annuitant was 


a female of 107 years old. 


Financial Statement 


Total receipts, including interest credited to the account, amounted to 


$79.7 million, a decrease of $1.6 million from the previous fiscal year. 
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Premium income totaled $1,143,000, down by about $234,000 from the previous 
year. Of this total, only $92,400 represented employer and employee cont- 
ributions under group contracts and the balance of $1,050,600 was paid 


under individual contracts. 


Total disbursements of $100.7 million were $1.2 million greater than in the 
previous fiscal year. Payments under matured annuities increased by $1.1 
million to a total of $94.9 million. Other disbursements of $5.8 million 
included $4.0 million for refunds of premiums, $1.6 million for lump sum 
settlement of guaranteed instalments and $0.2 million for miscellaneous 


payments. 


While total disbursements exceeded receipts by some $21.0 million for the 
year, total actuarial reserves ($1,148.2 million as of March 31, 1983) were 
$23.0 million lower than at the previous year-end. As a result, there was 
an actuarial surplus of slightly less than $2.0 million for the 1982-83 


fiscal year. 


This actuarial surplus resulted from the fact that actuarial reserves 
calculated at the end of the fiscal year were smaller than total funds 
accumulated during the year. Since a portion of accumulated funds was no 
longer required as of March 31, 1983 to cover the government obligations 
under the program, it could therefore be released as an actuarial surplus 
for the fiscal year. One reason why actuarial reserves are smaller than 
accumulated funds is that a larger amount of reserves was released, as a 
result of deaths, than was anticipated on the basis of current mortality 


assumptions. 
Actuarial Certificate 


The Chief Actuary has certified that the reserves determined in respect of 
annuity contracts in force as of March 31, 1983 (as per the valuation sum- 
mary reproduced herein) were calculated in accordance with subsection 15(1) 
of the Government Annuities Improvement Act and the Regulations pertaining 
thereto, and make good and sufficient provision for all obligations guaran- 
teed under the terms of the government annuity contracts in force as of 
March 31, 1983. 
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VALUATION OF GOVERNMENT ANNUITIES 
AS OF MARCH 31, 1983 


Classification Number 
MATURED: (in payment) 
Males, ordinary annuities 43,787 
Females, ordinary annuities 30,686 
Males, guaranteed annuities 4357474 
Females, guaranteed annuities IRS ism ily 
Reducing at Old Age Security age 3,945 
Last survivor, ordinary 4,863 
Last survivor, guaranteed 91 
Annuities certain 5,425 
Temporary annuities UIs 
Sub-total 146,678 
Cheques due on suspended annuities N/A 
Death benefits by instalments 52 
Total Matured 146,730 
DEFERRED: (not yet in payment) 98,718 
TOTAL 245,448 


Amount 
of annuity 


29,092, 719 
16,239,409 
2971157945 
7,066,413 
5,949,937 
3,490,887 

41,746 
3,651,335 


325,143 


95,633,534 


Actuarial 
reserves 


177,318,330 
107 372,352 
262,459,709 
Lede sya NA i) 
24,510,720 
33,025,946 
424,802 
11,252,884 


819,511 


686,803,431 


TS8eloe 


62,413 


687,003,995 


461,234,373 


1,148, 238, 368 


Report to the 
Minister of Employment and Immigration 
on the examination of the 
financial statements of the 
GOVERNMENT ANNUITIES ACCOUNT 
for the year ended March 31, 1983 


AUDITOR'S REPORT 


The Honourable John Roberts, P.C., M.P. 
Minister of Employment and Immigration 


I have examined the balance sheet of the Government Annuities 
Account as at March 31, 1983 and the statements of revenue and expenses, 
and unpaid annuities for the year then ended. My examination was made in 
accordance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as I considered necessary in the 
circumstances. 


In my opinion, these financial statements present fairly the 
financial position of the Account as at March 31, 1983 and the results of 
its operations for the year then ended in accordance with the provisions of 
the Government Annuities Acts and Regulations and generally accepted 


accounting principles applied on a basis consistent with that of the 
preceding year. 


/ 
Kenneth M. Dye, F-C.A. 
Auditor General of Canada 


Ottawa, Ontario 
August ll, 1983 


GOVERNMENT ANNUITIES ACCOUNT 


Balance Sheet 
as at March 31, 1983 


ASSETS 
1983 
(in thousands 
Deposit with Receiver 
General for Canada sh al Oy is af 
Accrued interest due from Canada 78,444 
Accounts receivable Bull 
9 1515075230 
LIABILITIES 
Accounts payable $ 17 
Actuarial surplus due to Canada Jes 
Unpaid annuities 1,148,236 


Se iy1505230 


Approved by the Canada Employment and Immigration Commission: 


lecsece > 


Chairman 


Executive Director 
Finance and Administration 


1982 
of dollars) 
$ 1,092,182 
79,855 
92 


Sada a72, 129 


$ 22 
904 


11715203 


Sele 2129 


GOVERNMENT ANNUITIES ACCOUNT 


Statement of Revenue and Expenses 
for the year ended March 31, 1983 


1983 1982 
(in thousands of dollars) 
Revenue 
Interest from Canada $ 78,444 S$. 79.35) 
Premiums Veles Lott 
Other 45 EAS. 
POs 81,277 
Expenses 
Annuities 96,550 Lp prego 0s 
Premium refunds 3,958 4,181 
Unclaimed annuities 114 44 
100 ,622 99,547 


Excess of expenses over revenue for 


the year $ 20,990 Se Grad) 


GOVERNMENT ANNUITIES ACCOUNT 


Statement of Unpaid Annuities 


for the year ended March 31, 1983 


Balance at beginning of the year 


Excess of expenses over revenue for 
the year 


Actuarial surplus - Excess of recorded 
unpaid annuities over calculated 
unpaid annuities at end of the year 

Balance at end of the year 


Represented by: 


Accumulated premiums and accrued 
interest for unmatured annuities 


Present value of matured annuities 


$ 1,148,238 


1983 1982 
(in thousands of dollars) 
Sela 203 Sele 190).377 

20,990 18,270 
9150213 1,172,107 
1,975 904 

$ 1,148,238  $ 1,171,203 
S Atgeniosge® = Oizaset75 
687 ,004 676,028 
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GOVERNMENT ANNUITIES ACCOUNT 


Notes to Financial Statements 


March 31, 1983 


Authority and purpose 


The Government Annuities Account was established in 1908 by the 
Government Annuities Act, R.S.C. c. G-6, and modified by the 
Government Annuities Improvement Act, S.C. 1974-75-76, c. 83. 


The purpose of the Act was to assist individuals and groups of 
Canadians to provide for ‘their later years by purchasing Government 
annuities. The Improvement Act increased the rate of return on 
Government annuity contracts, increased their flexibility and 
discontinued future sales. 


The Account is administered by the Canada Employment and Immigra- 
tion Commission and operates through the Consolidated Revenue Fund. 


Significant accounting policies 


(a) Basis of accounting 


The accounts of the Government Annuities Account are maintained 
on an accrual basis. 


(b) Unpaid annuities 


In accordance with Section 15 of the Acts, and with the 
Government Annuities Regulations, unpaid annuities comprise: 
(i) in respect of unmatured annuities, accumulated premiums and 
accrued interest, and (ii) in respect of matured annuities, the 
present value of such annuities actuarially determined on the 
basis of such rate or rates of interest and mortality tables as 
is prescribed. 


(c) Actuarial surplus due to Canada 


If at the end of any fiscal year the recorded amount of unpaid 
annuities exceeds or is less than the calculated amount of unpaid 
annuities, the difference results in an actuarial surplus or 
deficit which is charged or credited to the Government Annuities 
Account within the Consolidated Revenue Fund. 


(d) Interest from Canada 


Interest from Canada is calculated annually on unpaid annuities, 
at a rate of seven per cent, as required by the Improvement Act. 


(e) Unclaimed annuities 


Unclaimed annuities represent amounts transferred to the 
Consolidated Revenue Fund in respect of annuities that could not 
be paid because the annuitants could not be located. 


ee Services provided without charge 


Administrative services are provided to the Account by the Canada 
Employment and Immigration Commission without charge. 


For the year ended March 31, 1983, the cost of these services 
amounted to $3,432,000 (1982 - $3,258,000), including amounts for 
services provided without charge by other Government departments to 
the Commission. 
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Deputy Minister and Chairman Sous-ministre et Président 
Employment and Immigration Canada Emploi et Immigration Canada 


The Honourable Flora MacDonald 
Meson IWGP op 

Minister of Employment and 
Immigration — 

OTTAWA, Ontario 


Minister: 


On behalf of the Canada Employment’ and 
Immigration Commission, I have the honour to submit for 
the information of Parliament the Annual Report on 
Government Annuities, covering the period from April l, 
1983" to March 31, 1984’. 


The report iS prepared in compliance with 
Section 18 of the Government Annuities Improvement Act. 


Respectfully submitted, 


ie es 


Gaétan Lussier, 
Chairman 
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History 


The Government Annuities AG, a milestone in Canadian 
legislation, came into force on September 1, 1908. It provided 
for the sale of deferred and immediate annuities to Canadians, 
either individually or under the terms of an employer pension 
plan, thereby encouraging Canadians to provide for their later 


years. 


By the *1960"%s, other "social benefit» plans, such ‘as O1d: “Age 
Security, Guaranteed Income Supplement and Canada Pension Plan 
had been introduced and were gaining importance in providing 
Canadians with basic retirement income. This development, 
coupled with the increasing attractiveness of private pension 
plans, led to a steady decline in the sale of government 
annuities and brought about the Government's decision to disband 


the sales force in 1967. 


Inflationary pressures in the 1970's, along with increasing 
interest rates, led the government to bring the rate of return on 
annuities closer to the rates available in the private sector. 
The Government Annuities Improvement Act of December, 1975 
increased the interest rate to 7 per cent on annuities not yet in 
payment. Until then, the average rate of interest had been about 
4 per cent. In addition, annuities in payment and those to mature 
in the future were enriched by a percentage increase related to 
the contractual rate of interest. The increases ranged from 
thirty-two per cent for contracts with an interest rate of 3 per 
cent, to ten» per cent for contracts with a rate of 5 per cent. 


All increases were effective from April 1, 1975. 


The Improvement Act formally ended the sale of government 
annuities and allowed the maximum annuity of $1,200 to be 
exceeded in order to accommodate annuity increases which resulted 


from the higher rate of return. 


ere 


Workload Statistics 


The Annuities Branch continues to administer government annuity 


contracts now under payment and those to come under payment in 


future years. Since 1908, about 553,000 individual contracts and 
group certificates have been issued. The majority of these 
(namely 316,200) have since’ then, expired, terminated or 


otherwise been refunded by the Annuities Branch. As of March 3l, 
1984, about 88,700 individual contracts and group certificates 
were still in a deferred payment status, while 148,130 were under 
payment. Annuities under payment were held during the fiscal 
year by nearly 123,600 annuitants who received approximately 1.5 
million cheques. The following table provides a schedule of 


dates at which annuities not yet under payment are slated to 


mature. 

Deferred Deferred 

Individual Group Pension 

Contracts Certificates Total 
Before April 1, 1984 293 285 578 
Aoriilel pelos4c] Marches ly 7h985 1,945 3,442 op | 2 
Apriied)h,, eb98>sres Marches), 42990 O22 1 20; 200 29,421 
Aoril 1597090 eseMarnch (3 17nr995 6,067 20,078 26,145 
April 1, 1995 -—- March 31, 2000 371299 2 1938 16,092 
April 2762000 =sMarech 217772005 1,845 SRB2i Ae@l2 
April Ww, 2005>— Marche3i 7. 2040 020 pl 85 22205 
APY 13) 2020s] Maren so , col5 563 2a 800 
Aprbls), 220154-— March 327-2020 285 49 334 
After March 31, 2020 eS 8 21 

24,651 64,104 88,755 


Pay fe 


The Annuities Branch underwrote 1,935 group pension plans over 
the years. However, premiums were received under only 30 plans 
during the 1983-84 fiscal year. Premiums have not been received 
for some time under 621 of those plans. Of the remaining 1,284 
plans, 1,255 have been formally discontinued on the advice of the 
companies involved and the other 29 have terminated in the 


absence of any active employee registered in the plan. 


During the 1983-84 fiscal year, 6,084 group certificates reached 
the payment stage, compared to 6,773 during the previous fiscal 


year, leaving 64,104 certificates not yet under payment. 


The number of individual contracts reaching the payment stage 
during the fiscal year were at 1,876. This was slightly less 
than 1,886 during the previous year. There are still 24,651 


individual contracts in a deferred payment status. 


Mortality Experience 


During the 1983-84 fiscal year, 6,283 annuities in payment were 
either terminated or adjusted because of death (3,753 group 
certificates and 2,530 individual contracts). This compares with 


6,349 in the previous year. 


Male annuitants held 4,580 of those annuities in payment affected 
by death. Female annuitants held 1,703. The average age of 
death of 76.9 years for male annuitants remained unchanged. 
Female annuitants averaged 82.7 years of age at death, down 0.5 


from last year. 


An amount of $19.9 million of reserve was released as a result of 
deaths involving annuities in payment. Of this, $15.7 million 
resulted from the complete termination of annuities. The 
remaining $4.2 million emerged from the consequential reduction 
of reserve factors (after the annuitants' deaths) for annuities 
with a guaranteed period and annuities with joint and last 


Survivor provisions. 


Centenarians 


Twenty-six annuitants became centenarians during the _ year. 
Taking deaths among the centenarians into account, there was a 
net increase of one centenarian, for a total of 81 as of March 
31, 1984. Twenty-three of these are male, same as last year and 
sixty-eight were female. The oldest annuitant, a female, was 108 


years old. 


Financial Statement 


Total receipts amounted to $77.9 million, a decrease of $1.8 
million from the previous fiscal year. Interest credited to the 
Account, -at $7648 million, faccounteds for =is 1.7 semilbicnson vena 


reduction. 


Premium income totaled $1,017,200, down by about $125,800 from 
the previous year. Of this total, $985,000 was received under 
individual contracts, and the balance of $32,200 represented 


employer and employee contributions under group contracts. 


Total disbursements of $102.4 million were $1.7 million greater 
than in the previous fiscal year. Payments under matured 
annuities increased by $1.7 millions tos a! total sof 596.6, mubiione 
Other disbursements of $5.8 million included $3.7 million for 
refunds of premiums, $1.6 million for lump sum settlement of 
guaranteed instalments and $0.5 million for miscellaneous 


payments. 


While total disbursements exceeded receipts by some $24.5 million 
for the year, total actuarial reserves ($1,122.6 million as of 
March 31, 1984) were $25.6 million lower than at the previous 
year-end. As a result, there was an actuarial surplus of 


slightly more than $1.1 million for the 1983-84 fiscal year. 


ape d 


This actuarial surplus resulted from the fact that actuarial 
reserves calculated at the end of the fiscal year were smaller 
than total funds accumulated during the year. Since a portion of 
accumulated funds was no longer required as of March 31, 1984 to 
cover the government obligations under the program, it could 
therefore be released as an actuarial surplus for the fiscal 


year. 


Actuarial Certificate 


The Chief Actuary has certified that the reserves determined in 
respect of annuity contracts in force as of March 31, 1984 (as 
per the valuation summary reproduced herein) were calculated in 
accordance with subsection 15(1) of the Government Annuities 
Improvement Act and the Regulations pertaining thereto, and make 
good and sufficient provision for all obligations guaranteed 
under the terms of the government annuity contracts in force as 
of March 31, 1984. 


ee / © 


Valuation of Government Annuities 
as of March 31, 1984 


Amount Actuarial 
Classification Number of annuity reserve 


or TF 
Matured: (in payment) 


Males, ordinary annuities 45,751 SW iie iy Acw hal AS, 136,353,606 
Females, ordinary annuities 31,048 LG, 326,097, LOT -Uo sete 
Males, guaranteed annuities 43,163 29,644,302 261), 1605 202 
Females, guaranteed annuities 2h OL 6,804,935 66,878,058 
Reducing at Old Age Security age 4,048 6,279,496 25,L00,687 
Last survivor ordinary 5 tOk 376357953 34,348,216 
Last survivor guaranteed 76 ee Pl MS. 329,590 
Annuities certain Sly fal Sefer E Sey (il 10,G0G7,c010 
Temporary annuities 975 AT37662 660,634 
Sub-total 148,090 97,059,504 693,293,605 
Cheques due on suspended annuities N/A LI3,987 
Death benefits by instalments 40 41,414 
Total Matured 148,130 693,449,006 
Deferred: (not yet in payment) 887755 429,180,285 


Total 236,885 Lb p22, O20 pee 


Report to the 
Minister of Employment and Immigration 
on the examination of the 
financial statements of the 
GOVERNMENT ANNUITIES ACCOUNT 
for the year ended March 31, 1984 


AUDITOR GENERAL OF CANADA VERIFICATEUR GENERAL DU CANADA 


AUDITOR'S REPORT 


The Honourable John Roberts, P.C., M.P. 
Minister of Employment and Immigration 


I have examined the balance sheet of the Government Annuities 
Account as at March 31, 1984 and the statements of operations and unpaid 
annuities for the year then ended. My examination was made in accordance 
with generally accepted auditing standards, and accordingly included such 
tests and other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the 
financial position of the Account as at March 31, 1984 and the results of 
its operations for the year then ended in accordance with the provisions of 
the Government Annuities Acts and Regulations and generally accepted 
accounting principles applied on a basis consistent with that of the 
preceding year. 


Kenneth M. Dye, F.C.A. 
Auditor General of Ganada 


Ottawa, Canada 
July 19, 1984 
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GOVERNMENT ANNUITIES ACCOUNT 


Balance Sheet 
as at March 31, 1984 


ASSETS 
1984 1983 

(in thousands of dollars) 

Deposit with Receiver 
General for Canada $ 1,046,824 0) ee OF 8 ES 
Accrued interest due from Canada LOR 78,444 
Accounts receivable 184 51 
3 Anl23, 755 ele boU,25U 

LIABILITIES 

Accounts payable $ ap $ i 
Actuarial surplus due to Canada ers9 pl LS 
Unpaid annuities T122,,629 W148, 238 


Seieise785).. S$ 19150-230 


Approved by the Canada Employment and Immigration Commission: 


we 


Chairman 


Feel Be 


Executive Director 
Finance and Administration 


GOVERNMENT ANNUITIES ACCOUNT 


Statement of Operations 
for the year ended March 31, 1984 


1984 1983 


(in thousands of dollars) 


Income 
Interest from Canada SG ae S$ 78,444 
Premiums LOU? 1,143 
Other 61 45 
L?,;32) 19,002 
Payments and others charges 
Annuity payments 98,274 96,550 
Premium refunds 3,664 3,958 
Unclaimed annuities 387 114 
1025025 100,622 


Excess of payments and other charges over income 
for the year § 24,470 $ 20,990 


GOVERNMENT ANNUITIES ACCOUNT 


Statement of Unpaid Annuities 
for the year ended March 31, 1984 


1984 1983 


(in thousands of dollars) 


Balance at beginning of the year S 1,148,238 oy i203 

Excess of payments and other charges over 
income for the year 24,470 20,990 
ie /123;, 768 iem0 213 


Actuarial surplus - Excess of recorded 
unpaid annuities over calculated 


unpaid annuities at end of the year 1,139 IE: 
Balance at end of the year Sod 22,5629 > Plas. 238 


Represented by: 


Accumulated premiums and accrued 
interest for unmatured annuities $ 429,180 $ 461,234 


Present value of matured annuities 693,449 687 ,004 


sud s2225629 9 1,148,238 


2. 


GOVERNMENT ANNUITIES ACCOUNT 


Notes to Financial Statements 
March 31, 1984 


Authority and purpose 


The Government Annuities Account was established in 1908 by the 
Government Annuities Act, R.S.C. c. G-6, and modified by the 
Government Annuities Improvement Act, S.C. 1974-75-76, c. 83. 


The purpose of the Act was to assist individuals and groups of 
Canadians to provide for their later years by purchasing Government 
annuities. The Improvement Act increased the rate of return on 
Government annuity contracts, increased their flexibility and 
discontinued future sales. 


The Account is administered by the Canada Employment and Immigra- 
tion Commission and operates through the Consolidated Revenue Fund. 


Significant accounting policies 


(a) Basis of accounting 


The accounts of the Government Annuities Account are maintained 
on an accrual basis. 


(b) Unpaid annuities 


In accordance with Section 15 of the Acts, and with the 
Government Annuities Regulations, unpaid annuities comprise: 
(i) in respect of unmatured annuities, accumulated premiums and 
accrued interest, and (ii) in respect of matured annuities, the 
present value of such annuities actuarially determined on the 
basis of such rate or rates of interest and mortality tables as 
is prescribed. 


(c) Actuarial surplus due to Canada 


If at the end of any fiscal year the recorded amount of unpaid 
annuities exceeds or is less than the calculated amount of unpaid 
annuities, the difference results in an actuarial surplus or 
deficit which is charged or credited to the Government Annuities 
Account within the Consolidated Revenue Fund. 


(d) Interest from Canada 


Interest from Canada is calculated annually on unpaid annuities, 
at a rate of seven per cent, as required by the Improvement Act. 


(e) Unclaimed annuities 


Unclaimed annuities represent amounts transferred to the 
Consolidated Revenue Fund in respect of annuities that could not 
be paid because the annuitants could not be located. 


Services provided without charge 


Administrative services are provided to the Account by the Canada 
Employment and Immigration Commission without charge. 


For the year ended March 31, 1984, the cost of these services 
amounted to $3,532,000 (1983 - $3,432,000), including amounts for 
services provided without charge by other Government departments to 
the Commission. 
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Deputy Minister and Chairman Sous-ministre et Président 
Employment and Immigration Canada — Emploi et Immigration Canada 


Ottawa K1A 0J9 


The Honourable Flora MacDonald 
IDiefieep (ule 

Minister of Employment and 
Immigration 

OTTAWA, Ontario 


Minister: 


On behalf of the Canada Employment '= and 
Immigration Commission, I have the honour to submit for 
the information of Parliament the Annual Report on 
Government Annuities, covering the period from April l, 
bOS4, to March 31, 1985". 


The report is prepared in compliance with 
Section 18 of the Government Annuities Improvement Act. 


Respectfully submitted, 


Gaétan Lussier, 
Chairman 
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History 


The Government Annuities Act, a milestone in Canadian 
legislation, came into force on September 1, 1908. It provided 
for the sale of deferred and immediate annuities to Canadians, 
either individually or under the terms of an employer pension 
plan, thereby encouraging Canadians to provide for their later 


years. 


By the 1960's, other social benefit plans, such as Old Age 
Security, Guaranteed Income Supplement and Canada Pension Plan 
had been introduced and were gaining importance in providing 
Canadians with basic retirement income. This development, 
coupled with the increasing attractiveness of private pension 
plans, led to a steady decline in the sale of government 
annuities and brought about the Government's decision to disband 


the sales force in 1967. 


Inflationary pressures in the 1970's, along with increasing 
interest rates, led the government to bring the rate of return on 
annuities closer to the rates available in the private sector. 
The Government Annuities Improvement Act of December, 1975 
increased the interest rate to 7 per cent on annuities not yet in 
payment. Until then, the average rate of interest had been about 
4 per cent. In addition, annuities in payment and those to mature 
in the future were enriched by a percentage increase related to 
the contractual rate of interest. These increases averaged about 
22 per cent and ranged from 10 per cent for contracts with an 
interest rate of 54 per cent, to 32 per cent for contracts with a 
rate of 3 per cent. All increases were effective from April l, 
1975; 


The Improvement Act formally ended the sale of government 
annuities and allowed the maximum annuity of $1,200 to be 
exceeded in order to accommodate annuity increases resulting from 


the higher rate of return. 


ae 


Workload Statistics 


The Annuities Branch continues to administer government annuity 


contracts now under payment and those to come under payment in 


future years. Since 1908, about 553,000 individual contracts and 
group certificates have been issued. The majority of these 
(namely 323,650) have since then, expired, terminated or 


otherwise been refunded by the Annuities Branch. 


As of March 31, 1985, there were slightly more than 148,300 
individual contracts and group certificates under payment; these 
were held by nearly 124,200 annuitants who received approximately 


1.5 million cheques. 


At year-end, 81,049 individual contracts and group certificates 
were still in a deferred payment status; a schedule of dates at 
which these annuities are slated to mature is provided in the 


following table 


Deferred Deferred 
Individual Group Pension 
Contracts Certificates Total 
Before April 1, 1985 850 489 839 
Aprids 1.) sl985¢)Marches1 7121990 97089 18,493 2775052 
Aprak byek290e-aMarchoal, 61995 5,982 19,545 25 eT 
Apri oy, 29°57 —1Marcn ts 122000 yes E2eoc 163.035 
Apri lwl, s2000n=sMarch*3ie 2005 £7820 57SOL PeEZ1 
Apri lksk yy) -2005 —<Marer 31 22010 1,014 ib, L383 Pa se W 
Apri lL, -2010. =" Marchd la 2015 557 238 Zou 
April 1). 2015 — March S31. 2020 284 49 So 25 
After March 31, 2020 E12 8 120 
22,485 58,564 81,049 


sth 


During the 1984-85 fiscal year, 5,591 group certificates reached 
the payment stage, compared to 6,084 during the previous fiscal 
year, leaving 58,564 certificates not yet under payment. The 
number of individual contracts reaching the payment stage during 
the fiscal year decreased to 1,501 from the previous year total 
Of 1,87 6+ The number of individual contracts in a deferred 


payment status as of March 31, 1985 stood at 22,485. 


The Annuities Branch underwrote 1,935 group pension plans over 
the years. However, premiums were received under only 22 plans 
during the 1984-85 fiscal year. Premiums have not been received 
for some time under 618 of those plans. Of the remaining 1,295 
plans, 1,266 have been formally discontinued on the advice of the 
companies involved and the other 29 have terminated in the 


absence of any active employee registered in the plan. 


Mortality Experience 


During the 1984-85 fiscal year, 6,517 annuities in payment were 
either terminated or adjusted because of death (3,842 group 
certificates and 2,675 individual contracts). This compares with 


6,283 in the previous year. 


Male annuitants held 4,693 of those annuities in payment affected 
by death. Female annuitants held 1,824. The average age of 
death of 76.8 years for male annuitants was down 0.1 from the 
previous year. Female annuitants averaged 82.9 years of age at 


death, down 0.2 from last year. 


An amount of $20.5 million of reserve was released as a result of 
deaths involving annuities in payment. Of this, $15.1 million 
resulted from the complete termination of annuities. The 
remaining $5.4 million emerged from the consequential reduction 
of reserve factors (after the annuitants' deaths) for annuities 
with a guaranteed period and annuities with joint and last 
survivor provisions. 
aa A 


Centenarians 


Thirty-four annuitants became centenarians during the year. 


Taking deaths among the centenarians into account, there was a 


net «cincrease,. dE six4 "centenarians, <fon ray totalisofi: BAeas aot 
Mareh? aby elieess Twenty-five of these are male, an increase of 
two from last year and sixty-two were female. The oldest 


annuitant, a female, was 107 years old. 


Financial Statement 


Total receipts) amounted) sto» $7559" amiLlion, a decrease of 
$2.0 million from the previous fiscal year. Interest credited to 
the Account; sat $75.05 million, <adcounted for $1.8 midlioneofsthat 
reduction. Premium income totaled $769,600, down by about 
$247,600 from the previous year. OP rthistitotal, «87567400 Awas 
received under individual contracts, and the balance of $13,200 
represented employer and employee contributions under’ group 


eontraces. 


Total disbursements of $102.8 million were $0.4 million greater 
than in the previous fiscal year. Payments under matured 
annuities increased by $1.0 milliocnsitowaetotaleot 1s9o7e6emi Lion 
Other® disbursements sof $5.2. millione included «$3.4 5millLion »fer 
refunds of premiums, $1.6 million for lump sum settlement of 
guaranteed instalments andy) S50 <2 » imation for miscellaneous 


payments. 


While total disbursements exceeded receipts by some $27.0 million 
for the year, total actuarial reserves ($1,089.6 million as of 
March 31, 1985) were $33.0 million lower than at the previous 
year-end. As a result, there was an actuarial. surplus .of 


slightly more than $6.0 million for the 1984-85 fiscal year. 


The bulk of this $6.0 million surplus resulted from two special 
modifications that were introduced in the calculation of 
actuarial reserves at the end of 1985. First, the reserves for 
deferred annuities were determined by the so-called 
"retrospective" method of valuation, whereby reserves’ were 
calculated by an inventory process rather than by an on-going 
aggregate accumulation, leading to a $12.6 million reduction in 
such reserves. Second, the reserves for matured annuities were 
increased by about $7.4 million in order to provide for the 
progressively earlier incidence of annuity benefit during the 
payment period than assumed heretofore. The net effect of these 
modifications was to reduce total actuarial reserves by about 
$5.2 million, thus increasing the actuarial®* surplus by an 


equivalent amount for the fiscal year. 


The remaining acturial surplus of $0.8 million resulted as usual 
from the fact that acturial reserves calculated at the end of the 
fiscal year were smaller than total funds accumulated during the 
year. Since a portion of accumulated funds was no longer 
required as of March 31, 1985 to cover the government obligations 
under the program, it could therefore be released as an acturial 


surplus for the fiscal year. 


Actuarial Certificate 


The Chief Actuary has certified that the reserves determined in 
respect of annuity contracts in force as of March 31, 1985 (as 
per the valuation summary reproduced herein) were calculated in 
accordance with subsection 15(1) of the Government Annuities 
Improvement Act and the Regulations pertaining thereto, and make 
good and sufficient provision for all obligations guaranteed 
under the terms of the government annuity contracts in force as 


of March 31, 1985. 


See 


Valuation of Government Annuities 


as of March 31, 1985 
Amount Actuarial 
Classification Number of annuity reserve 
$ $ 
Matured: (in payment) 
Males, ordinary 47,741 Sie Oe Le 195,375,091 
Females, ordinary Si bya fs Po, 325; oe 107, SiS poo 
Males, guaranteed 42;,,099 29 2675 O10 261%97510,652 
Females, guaranteed 12,063 6,542,064 64,833,853 
Reducing at OAS eligiblity va lids 6,719,025 267: su oe 
Last survivor ordinary 57256 378047755 36,308, 748 
Last survivor guaranteed 70 33,944 361,396 
Certain 4,832 3,461,422 107,940,025 
Temporary si 218,140 504,797 
Death benefits by instalments 32 PO; B65 297,022 
Cheques due on suspended payments == == 1072-70 
Total Matured aS 7,3529 ots yi lesca ree ey 704,687,704 
Deferred: (not yet in payment) 
Males, ordinary 2,888 1, 3305132 TeBGdgoal 
Females, ordinary 1,465 567,498 4, L0G 7574 
Males, guaranteed Go,ooo DO gel, OLS 321727 oreo 
Females, guaranteed LORZS3 6 213,043 46,244,724 
Males, last survivor 305 201,200 2,400,505 
Females, last survivor 4 1176 eo ooo 
Refunds in process 166 -- 838,095 
Suspense accounts 66 -- Ll, 734,090 
Total Deferred 81,060 61,807,258 384,940,944 
Total 229,389 1599659517. 1,0897.628;,648 


Report to the 
Minister of Employment and Immigration 
on the examination of the 
financial statements of the 
GOVERNMENT ANNUITIES ACCOUNT 
for the year ended March 31, 1985 
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AUDITOR GENERAL OF CANADA VERIFICATEUR GENERAL DU CANADA 


AUDITOR'S REPORT 


The Honourable Flora MacDonald, P.C., M.P. 
Minister of Employment and Immigration 


I have examined the balance sheet of the Government Annuities 
Account as at March 31, 1985 and the statement of operations and actuarial 
reserves for the year then ended. My examination was made in accordance 
with generally accepted auditing standards, and accordingly included such 
tests and other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the 
financial position of the Account as at March 31, 1985 and the results of 
its operations for the year then ended in accordance with the provisions of 
the Government Annuities Acts and Regulations and generally accepted 
accounting principles applied, except for the change in determining the 
value of the actuarial reserves and surplus as explained in Note 3 to the 
financial statements, on a basis consistent with that of the preceding 
year. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 


Ottawa, Canada 
September 16, 1985 
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GOVERNMENT ANNUITIES ACCOUNT 


Balance Sheet 


as_at March 31, 1985 


ASSETS 
1985 
(in thousands 
Deposit with Receiver 
General for Canada $ 1,020,498 
Accrued interest due from Canada 74,988 
Accounts receivable 176 
$ 1,095 ,662 
LIABILITIES 
Accounts payable $ 18 
Actuarial surplus due to Canada (Note 3) 6,015 
Actuarial reserves (Note 4) 1,089 ,629 


22d 31095: 662 


Approved by the Canada Employment and Immigration Commission: 


Chairman 


gis dm Ae os, Cac UIE leah 


Executive Director 
Finance and Administration 


1984 
of dollars) 
$ 1,046,824 
16,777 


184 


peel 1238785 


$ 17 
13,139 
1225629 


pial) 123,785 


GOVERNMENT ANNUITIES ACCOUNT 


Statement of Operations and Actuarial Reserves 


for the year ended March sha 1985 


Income 
Interest from Canada 


Premiums 
Other 


Payments and other charges 
Annuity payments 


Premium refunds 
Unclaimed annuities 


Excess of payments and other charges over 
income for the year 


Actuarial reserves, balance at beginning 
of the year 


Actuarial surplus - Excess of recorded 
actuarial reserves over calculated 
actuarial reserves at end of the year 
(Note 3) 


Actuarial reserves, balance at end of 
the. year (Note 4) 


Represented by: 


Accumulated premiums and accrued 
interest for unmatured annuities 


Present value of matured annuities 


Total actuarial reserves (Note 4) 


1985 


1984 


(in thousands of dollars) 


$ 74 ,988 
770 
81 


75 ,839 


99,205 
3,404 
215 


102,824 


26,985 


1, 1225629 


1,095 ,644 


6,015 


91,089 629 


$ 384,941 
704 , 688 


$_ 1,089 ,629 


$ 163707 
1 OLY 
61 


TIGRSD 
98,274 


3,664 
387 


LOZ seo 


24 ,470 


_1,148 238 


L123,769 


1,139 


al belo 


$ 429,180 
693 ,449 


>. 1,122,629 


Di 


GOVERNMENT ANNUITIES ACCOUNT 


Notes to Financial Statements 
March 31, 1985 


Authority and purpose 


The Government Annuities Account was established in 1908 by the 
Government Annuities Act, R.S.C. c. G-6, and modified by the 
Government Annuities Improvement Act, S.C. 1974-75-76, c. 83. 


The purpose of the Act was to assist individuals and groups of 
Canadians to provide for their later years by purchasing Government 
annuities. The Improvement Act increased the rate of return on 
Government annuity contracts, increased their flexibility and 
discontinued future sales. 


The Account is administered by the Canada Employment and Immigra- 
tion Commission and operates through the Consolidated Revenue Fund. 


Significant accounting policies 


(a) Basis of accounting 


The accounts of the Government Annuities Account are maintained 
on an accrual basis. 


(b) Actuarial reserves 


In accordance with Section 15 of the Acts, and with the , 
Government Annuities Regulations, actuarial reserves comprise: 
(i) in respect of unmatured annuities, accumulated premiums and 
accrued interest, and (ii) in respect of matured annuities, the 
present value of such annuities actuarially determined on the 
basis of such rate or rates of interest and mortality tables as 
is prescribed. 


(c) Actuarial surplus due to Canada 


If at the end of any fiscal year the recorded amount of actuarial 
reserves exceeds or is less than the calculated amount of 
actuarial reserves, the difference results in an actuarial 
surplus or deficit which is charged or credited to the Government 
Annuities Account within the Consolidated Revenue Fund. 


(d) Interest from Canada 
Interest from Canada is calculated annually on actuarial 


reserves, at a rate of seven per cent, as required by the 
Improvement Act. 


Sie 


a 


(e) Unclaimed annuities 


Unclaimed annuities represent amounts transferred to the 
Consolidated Revenue Fund in respect of annuities that could not 
be paid because the annuitants could not be located. 


Actuarial surplus 


As of March 31, 1985, a refined retrospective valuation method 
for deferred annuities was adopted, which resulted in a $13,373,000 
reduction in actuarial reserves and therefore in a corresponding 
amount of additional actuarial surplus being generated. 


The assumptions regarding the distribution of matured government 
annuities by frequency and by incidence of payment were also revised. 
The ensuing modification providing for the earlier incidence of 
payment than assumed heretofore resulted in an increase in actuarial 
reserves of $7,358,000 thus reducing by the same amount the actuarial 
surplus for the year. 


Had these two changes not taken place, the actuarial surplus 
would have amounted to $829,000 instead of the actual amount of 
$6,015,000. 


Actuarial reserves 


The method utilized to calculate the actuarial reserves of 
$1,089 ,629,000 (1984 - $1,122,629,000) was in accordance with 
subsection 15(1) of the Government Annuities Improvement Act, S.C. 
1974-75-76, c. 83 and the Regulations pertaining thereto. 


The Regulations provide that the Mortality Tables to be*used in 
the preparation of tables for determining the values of annuities 
shall be the Annuity Table for 1949 without projection for males and 
females and modified by Projection Scale C. 


Mortality experience in recent years has shown that life 
expectancy has increased at a faster rate than that provided by 
Projection Scale C. Should this trend continue at the same rate in 
the future, the 1949 Mortality table adjusted by Projection Scale C 
may need to be modified and could result in a potential liability that 
would impact future actuarial reserves. Sufficient information is not 
available at this time to determine this liability. However, the 
Canada Employment and Immigration Commission has in progress mortality 
analysis and projects to determine this amount. 


Services provided without charge 


Administrative services are provided to the Account by the Canada 
Employment and Immigration Commission without charge. 


For the year ended March 31, 1985, the cost of these services 
amounted to $3,654,000 (1984 - $3,532,000), including amounts for 
services provided without charge by other Government departments to 
the Commission. 
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8 & Deputy Minister and Chairman Sous-ministre et Président 
Employment and Immigration Canada Emploi et Immigration Canada 


Ottawa K1A OJ9 


The, HoneurablesBenort.Bouchard;,.P.Ca, eM oPs« 
Minister of Employment and Immigration 
Ottawa, Ontario 


Dear Minister: 


On behalf of the Canada Employment and 
Immigration Commission, I have the honour to submit 
for the information of Parliament the Annual Report 
on Government Annuities, covering the period from 
Dorie. 1985) to March 31, 1986, 


The report is prepared in compliance with 
Section 18 of the Government Annuities Improvement 
Act. 
Respectfully submitted, 


Gaétan Lussier, 
Chairman 
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History 


The Government Annuities AC ts, a milestone in Canadian 
legislation, came into force on September 1, 1908. It provided 
for the sale of deferred and immediate annuities to Canadians, 
either individually or under the terms of an employer pension 
plan, thereby encouraging Canadians to provide for their later 


years. 


By the 1960's, other social benefit plans, such as Old Age 
Security, Guaranteed Income Supplement and Canada Pension Plan 
had been introduced and were gaining importance in providing 
Canadians with basic retirement income. This development, 
coupled with the increasing attractiveness of private pension 
plans, led to a steady decline in the sale of government 
annuities and brought about the Government's decision to disband 


the sales force in 1967. 


Inflationary pressures in the 1970's, along with increasing 
interest rates, led the government to bring the rate of returm on 
annuities closer to the rates available in the private sector. 
The Government Annuities Improvement Act of December, E75 
increased the interest rate to 7 per cent on annuities not yet in 
payment. Until then, the average rate of interest had been about 
4 per cent. In addition, annuities in payment and those to mature 
in the future were enriched by a percentage increase related to 
the contractual rate of interest. These increases averaged about 
22 per cent cand, ranged: from 10 percent for contracts with an 
interest rate of 54 per cent, to 32 per cent for contracts with a 
rate of 3 per cent. All increases were effective from April l, 
#975. 


The Improvement Act formally ended the sale of government 
annuities and allowed the maximum annuity of $1,200 to be 
exceeded in order to accommodate annuity increases resulting from 


the higher rate of return. 


Screg 12 


Workload Statistics 


The Annuities Branch continues to administer government annuity 
contracts now under payment and those to come under payment in 
future years. Since 1908, about 553,000 individual contracts and 
group certificates have been issued. The majority of these 
(namely 333,000) have since then, expired, terminated or 


otherwise been refunded by the Annuities Branch. 


As of March 31, 1986, there were slightly less than 149,000 
individual contracts and group certificates under payment; these 
were held by nearly 125,000 annuitants who received approximately 


1.5 million cheques. 


At year-end, about 71,012 individual contracts and group certificates 
were still in a deferred payment status; a schedule of dates at 
which these annuities are slated to mature is provided in the 


following table : 


Deferred Deferred 
Individual Group Pension 
Contracts Certificates Total 
Before April 1, 1986 303 329 632 
April Wy, 1986) — "March 3 ¥741990 6,333 L3yr27 197-960 
AprilLel 7p 1990"="Mareh-32, 1995 57902 177 OTT 2347S 13 
April ti; 1995 + Mareh: 32,4 2000 3,247 2,362 15,629 
Aprid 1, 2000 — Mareh 3, 2005 1,804 ore iee! Leo 
April i, 2005 7 March sl, 20 10 1, O07. Lyre pa ih 
ApradibyO2s010G- March Sa 2085 SHE 238 739 
April-1,°2015°— March’ 6122020 283 49 $32 
After! March 31, 22020 111 8 LIS 
20,041 Sree W se 7d AS 


ee 


During the 1985-86 fiscal year, 5,863 group certificates reached 
the payment stage, compared to 5,591 during the previous fiscal 
year, leaving 50,971 certificates not yet under payment. The 
number of individual contracts reaching the payment stage during 
the fiscal year increased to 1,774 from the previous year total 
GH S018 The number of individual contracts in a deferred 
payment status’ as of March 31, 1986 stood at 20,041. 


The Annuities Branch underwrote 1,935 group pension plans over 
the years. However, premiums were received under only 17 plans 
during the 1985-86 fiscal year. Premiums have not been received 
for some time under 621 of those plans. Of the remaining 1,297 
plans, 1,268 have been formally discontinued on the advice of the 
companies involved and the other 29 have terminated in the 


absence of any active employee registered in the plan. 


Mortality Experience 


During the 1985-86 fiscal year, 6,745 annuities in payment were 
either terminated or adjusted because of death (4,103 group 
certificates and 2,642 individual contracts). This compares with 


6,517 in the previous year. 


Male annuitants held 5,032 of those annuities in payment affected 
by death. Female annuitants held 1,713. The average age of 
death of 77.5 years for male annuitants was up 0.7 from the 
previous year. Female annuitants averaged 83.7 years of age at 


death, up 0.8 from last year. 


An amount of $21.0 million of reserve was released as a result of 
deaths involving annuities in payment. Of this, $15.8 million 
resulted from the complete termination of annuities. The 
remaining $5.2 million emerged from the consequential reduction 
of reserve factors (after the annuitants' deaths) for annuities 
with a guaranteed period and annuities with joint and last 


Survivor provisions. 


/4 


Centenarians 


Forty-five annuitants became centenarians during the year. 
Taking deaths among the centenarians into account, there was a 
net increase of four centenarians, for a total of 91 as of March 
S1in y LIBS 3 Twenty-nine of these are male, an increase of four 
from last year and sixty-two were female. The oldest annuitant, 


a female, was 107 years old. 


Financial Statement 


Total receipts amounted to $73.5 million, a decrease of 
$2.4 million from the previous fiscal year. Interest credited to 
the Account, at.$.72.6.,million,; «accounted +for the’ full reduceion 
in receipts from the previous year. Premium income totaled 
2639, 75L;) ups by caboutes709t5sie from tthe wprevicussvear, Of “his 
total, $636,251 was received under individual contracts, and the 
balance Of 3203,500 represented employer and employee 


contributions under group contracts. 


Total disbursements of $103.1 million were $0.3 million greater 
than in the previous fiscal year. Payments under matured 
annuities increased by $0.9 million to a total of $98.5 million. 
Other disbursements of $4.6 million included $2.9 million for 
refunds of premiums, $1.4 million for lump sum settlements of 
guaranteed instalments and $0.3 million for miscellaneous 


payments. 


While total disbursements exceeded receipts by some $29.6 million 
for the year, total actuarial reserves ($1,056.9 million as of 
March 31, 1986) were $32.7 million lower than at the previous 
year-end. Asr,a “result,| »:there  wasi san)» cactuarial surplus’ 3s 


slightly more than $3.1 million for the 1985-86 fiscal year. 


nite AS 


This actuarial surplus arose from the fact that the balance of 
the account at the end of the fiscal year was in excess of the 
amount of actuarial reserves calculated at the end of that year. 
In other words, since a portion of accumulated funds was no 
longer required as of March 31, 1986 to cover the government 
obligations under the program (as quantified by the amount of 
actuarial reserve), it could therefore be released as_ an 


actuarial surplus for the fiscal year. 
Actuarial Certificate 


The Chief Actuary has certified that the reserves determined in 
respect of annuity contracts in force as of March 31, 1986 (as 
per the valuation summary reproduced herein) were calculated in 
accordance with subsection 15(1) of the Government Annuities 
Improvement Act and the Regulations pertaining thereto, aie 
good and sufficient provision for all obligations guaranteed 
under the terms of the government annuity contracts in force as 
of March 31, 1986. 


Valuation of Government Annuities 


as of March 31, 1986 
Amount Actuarial 
Classification Number of annuity reserve 
$ $ 
Matured: (in payment) 
Males, ordinary 49,647 337,000,205 204,955,204 
Females, ordinary Sp aoo A Sys dea ge WS LOT, o22, 045 
Males, guaranteed Al OU 297,030; 257 259,095,046 
Females, guaranteed Dis oow 672257009 (om Bre he ree | 
Reducing at OAS eligiblity 4,100 6,796,473 26,401,576 
Last survivor ordinary 57475 37,973,566 37,808,684 
Last survivor guaranteed 52 27 OOo 283,649 
Certain 4,576 37 S47 ,007 10,6567 609 
Temporary 634 164,832 B58 743 
Death benefits by instalments 2 oF oS 1977 36 
Cheques due on suspended payments -- -- (Aly en 
Total Matured 148,961 98,946,196 108 ooo 
Deferred: (not yet in payment) 
Males, ordinary 27-07 1,180,543 77 O99 F245 
Females, ordinary 953 493,100 3,583,548 
Males, guaranteed 58,487 47,446,302 290, 53264 7 ie 
Females, guaranteed 91,9062 5,035, 108 4252997933 
Males, last survivor 247 PANG ERIS NS 2, 32552 
Females, last survivor 3 1,009 TE.260 
Death refunds in process 123 -- 503,039 
Other refunds in process 60 -- 22292300 
Suspense accounts -- -- 17916, 556 
Total Deferred 7d 8 ee SS Ou TOL 348,295,498 
Total ZU, 273 153,993,215) 1,056,505 0,000 


Report to the 
Minister of Employment and Immigration 
on the examination of the 
financial statements of the 
GOVERNMENT ANNUITIES ACCOUNT 
for the year ended March 31, 1986 
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AUDITOR GENERAL OF CANADA VERIFICATEUR GENERAL DU CANADA 


AUDITOR'S REPORT 


To the Minister of Employment and Immigration 


I have examined the balance sheet of the Government Annuities 
Account as at March 31, 1986 and the statements of Operations and actuarial 
reserves and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as I 
considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the 
financial position of the Account as at March 31, 1986 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles applied 
on a basis consistent with that of the preceding year. 


Further, I have examined the transactions that came to my notice 
in the course of the above mentioned examination of the financial 
statements of the Government Annuities Account for the year ended March 31, 
1986, to determine whether they were in accordance with section 15 of the 
Government Annuities Act and Regulations and section 15 of the Government 
Annuities Improvement Act. My examination of these transactions was made 
in accordance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as I considered necessary in the 
circumstances. In my opinion, these transactions were, in all significant 
respects, in compliance with the authorities specified. 


Raymond Dubois, C.A. 


Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
July 17, 1986 


GOVERNMENT ANNUITIES ACCOUNT 


Balance Sheet 
as at March 31, 1986 


RE ete ee ee 


1985 


(in thousands of dollars) 


ASSETS 
1986 
Deposit with Receiver 
General for Canada $ 987,230 
Accrued interest due from Canada {Pa ae. 
Accounts receivable 196 
$4,059,981 
LIABILITIES 

Accounts payable $ = 
Actuarial surplus due to Canada 37026 
Actuarial reserves (Note 3) 1,056,855 


ee BS Pate 


vb 70595981 


Approved by the Canada Employment and Immigration Commission: 


Executive Director 
Finance and Administration 


$ 1,020,498 
74,988 


176 


$ 1,095,662 


$ 18 
6,015 
1,089,629 


51,095,662 


GOVERNMENT ANNUITIES ACCOUNT 


Statement of Operations and Actuarial Reserves 


for the year ended March 3151986 


Payments and other charges 
Annuity payments 


Premium refunds 
Unclaimed annuities 


Income 
Interest from Canada 


Premiums 
Other 


Excess of payments and other charges over 
income for the year 


Actuarial reserves, balance at beginning 
of the year 


Actuarial surplus - Excess of recorded 
actuarial reserves over calculated 
actuarial reserves at end of the year 


Actuarial reserves, balance at end of 
the year (Note 3) 


Represented by: 


Accumulated premiums and accrued 
interest for unmatured annuities 


Present value of matured annuities 


Total actuarial reserves (Note 3) 


1986 


1985, 


(in thousands of dollars) 


$ 99,887 


1,089,629 
1 .059,,.981 
3,126 


Sal ODORS) 


$ 348,295 


708 , 560 


9. 1:056,853 


$ Joy 202 


74,988 
770 
81 


(rel 


20,909 


Sys Daas oy de) 


1,095,644 


6,015 


SE 


Seb ,089.629 


$ 384,941 


704 , 688 


$1,089 629 


GOVERNMENT ANNUITIES ACCOUNT 


Statement of Changes in Financial Position 


for the year ended March J), 3236 


1986 1985 


(in thousands of dollars) 


Funds were used for: 
Operations 


Excess of payments and other charges 


over income for the year $ 29 ,648 $ 26,985 
Decrease in accrued interest and others (24395) (15798) 
273250 ys eal 3 

Actuarial surplus remitted to Consolidated 
Revenue Fund 6,015 13139 
Total funds used 33,268 26,326 


Deposit with Receiver General for Canada, 
balance at beginning of the year 1,020,498 1,046 , 824 


Deposit with Receiver General for Canada, 
balance at end of the year $ 257) 5250 $_ 1,020,498 


ii 
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GOVERNMENT ANNUITIES ACCOUNT 


Notes to Financial Statements 


Marchesds, 31936 


Authority and purpose 


The Government Annuities Account was established in 1908 by the 
Government Annuities Act, R.S.C. c. G-6, (the "Act"), and modified by 
the Government Annuities Improvement Act, S.C. 1974-75-76, c. 83, (the 
"Improvement Act"). 


The purpose of the Act was to assist individuals and groups of 
Canadians to provide for their later years by purchasing Government 
annuities. The Improvement Act increased the rate of return on 
Government annuity contracts to a rate of seven percent, increased 
their flexibility and discontinued future sales. 


The Account is administered by the Canada Employment and 


Immigration Commission and operates through the Consolidated Revenue 
Fund. 


Significant accounting policies 


(a) Basis of accounting 


The accounts of the Government Annuities Account are maintained 
on an accrual basis. 


(b) Actuarial reserves 


Actuarial reserves comprise: (i) in respect of unmatured 
annuities, accumulated premiums and accrued interest, and (ii) in 
respect of matured annuities, the present value of such annuities 
actuarially determined on the basis of such rate or rates of 
interest and mortality tables as is prescribed. 


(c) Actuarial surplus due to Canada 


If at the end of any fiscal year the recorded amount of actuarial 
reserves exceeds or is less than the calculated amount of 
actuarial reserves, the difference results in an actuarial 
surplus or deficit which is remitted to or recovered from the 
Consolidated Revenue Fund. 


(d) Interest from Canada 


Interest from Canada is calculated on actuarial reserves as 
prescribed by the Improvement Act, 


(e) Unclaimed annuities 


Unclaimed annuities represent amounts transferred to the 
Consolidated Revenue Fund in respect of annuities that could not 
be paid because the annuitants could not be located. 


(f£) Services provided without charge 


Administrative services are provided to the Account by the Canada 
Employment and Immigration Commission and by other Government 
departments without charge. 


Actuarial reserves 


The method utilized to calculate the actuarial reserves of 
$1,056,855 (1985 - $1,089,629) was in accordance with subsection 15(1) 
of the Government Annuities Improvement Act, S.C. 1974-75-76, c. 83 and 
the Regulations pertaining thereto. 


The Government Annuities Regulations provide that the Mortality 
Tables to be used in the preparation of tables for determining the 
values of annuities shall be the Annuity Table for 1949 (without 
projection) for males and females and modified by Projection Scale C. 


Mortality statistics in the last decade have shown that life 
expectancy has increased at a faster rate than that provided by 
Projection Scale C. Should this trend continue at the same rate in 
the future, the 1949 Mortality table adjusted by Projection Scale C 
may need to be modified and could result in a potential additional 
liability that would impact future actuarial reserves. During 1985- 
86, the Canada Employment and Immigration Commission completed a study 
on mortality in the last five years and the results have demonstrated 
that the life expectancy appears to stabilize itself to the level 
provided in Projection Scale C. The Commission will in effect 
continue such studies on an annual basis. 
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a de Deputy Minister and Chairman Sous-ministre et Président 
Employment and Immigration Canada Emploi et Immigration Canada 


Ottawa K1A 0J9 


The Honourable Benoit Bouchard, P.C., M.P. 
Minister of Employment and Immigration 
OTTAWA, Ontario 


Dear Minister: 


On behalf of the Canada Employment and 
Immigration Commission, I have the honour to submit for 
the information of Parliament the Annual Report on 
Government Annuities, covering the period from April 1, 
1LIBS.@C0 March 231971987 ; 


The report is prepared in compliance with 
Section 18 of the Government Annuities Improvement Act. 


Respectfully submitted, 


Bar fin anes 


Gaétan LuSSier, 
Chairman 
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Peto LORY. 


The Government Annuities Act, a milestone in Canadian 
legislation, came into force on September 1, 1908. It provided 
for the sale of deferred and immediate annuities to Canadians, 
either individually or under the terms of an employer pension 
plan, thereby encouraging Canadians to provide for their later 
years. 


By the 1960's, other social benefit plans, such as Old Age 
Security, Guaranteed Income Supplement and Canada Pension Plan 
had been introduced and were gaining importance in providing 
Canadians with basic retirement income. This development, 
coupled with the increasing attractiveness of private pension 
plans, led to a steady decline in the sale of government 
annuities and brought about the Government's decision to disband 
the sales force in 1967. 


Inflationary pressures in the 1970's, along with increasing 
interest rates, led the government to bring the rate of return on 
annuities closer to the rates available in the private sector. 
The Government Annuities Improvement Act of December, 1975 
increased the interest rate to 7 per cent on annuities not yet in 
payment. Until then, the average rate of interest had been about 
4 per cent. In addition, annuities in payment and those to mature 
in the future were enriched by a percentage increase related to 
the contractual rate of interest. These increases averaged about 
22°per cent’ and ranged sfrom.i0 per cent for contYacts with -an 
interest rate of 5% per cent, to 32 per cent for contracts with a 
rate of 3 per cent. All increases were effective from April 1, 
£675": 


The Improvement Act formally ended the sale of government 
annuities and allowed the maximum annuity of $1,200 to be 
exceeded in order to accommodate annuity increases resulting from 


the higher rate of return. 
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WORKLOAD STATISTICS 


The Annuities Branch continues to administer government annuity 
contracts now under payment and those to come under payment in 
future years. Since 1908, about 553,000 individual contracts and 
group certificates have been issued« ~The majornity..o£f these 
(namely 341,300) have since then, expired, terminated or 


otherwise been refunded by the Annuities Branch. 


As of March 31, 1987, there were slightly less than 149,000 
individual contracts and group certificates under payment; these 
were held by nearly 125,500 annuitants who received approximately 


1.5 million cheques. 


At year-end, about 62,685 individual contracts and group certificates 
were still in a deferred payment status; a schedule of dates at 
which these annuities are slated to mature is provided in the 


following table 


Deferred Deferred 

Individual Group Pension 
Contracts Certificates Total 
Before April 1, 1987 241 281 622 
AprpilebheslQS7aueMaxrch 3ha72390 4,874 . SwIde 13,846 
ApS) £ouh9906—-eManchss! , 21993 53229 £67393 Zane er 
Apridelg+1995eseaMarch 343 2006 342t3 116897 £510 
Aprile 1442000n-4Manechsai, 2O05 bed 1 5693 7,484 
Aprilrly.2005+> Marehs3i, 20230 998 17169 2g467 
Apri 7 2O0L0) —“MarehaG, Zeno 547 238 785 
April 2015 = March ys.) 2020 281 49 330 
After Marebesilgyved20 hdd. 8 119 
Lele Oo 44,800 62.,.685 


a 


During the 1986-87 fiscal year, 5,355 group certificates reached 
the payment stage, compared to 5,863 during the previous fiscal 
year, leaving 44,800 certificates not yet under payment. The 
number of individual contracts reaching the payment stage during 
the fiscal year decreased to 1,521 from the previous year total 
of 1,774. The number of individual contracts in a deferred 
payment; sCatustaswof Manchm3t, 919.87 sstood yvatun7:h885.: 


The Annuities Branch underwrote 1,935 group pension plans over 
the years. However, premiums were received under only 15 plans 
during the 1986-87 fiscal year. Premiums have not been received 
for some time under 620 of those plans. Of the remaining aly 3.00 
plans, 1,271 have been formally discontinued on the advice of the 
companies involved and the other 29 have terminated in the 


absence of any active employee registered in the plant 


MORTALITY EXPERIENCE 


During the 1986-87 fiscal year, 6,588 annuities in payment were 
either terminated or adjusted because of death (4,065 group 
certificates and 2,523 individual contracts). This compares with 
6,745 in the previous year. 


Male annuitants held 4,821 of those annuities in payment affected 
by death. Female annuitants held 1,767. The average age of 
death of 77.6 years for male annuitants was up 0.1 from the 
previous year. Female annuitants averaged 83.4 years of age at 
death, down 0.3 from last year. 


An amount of $20.8 million of reserve was released as a result of 
deaths involving annuities in payment. Of this, $15.6 million 
resulted from the complete termination of annuities. The 
remaining $5.2 million emerged from the consequential reduction 
of reserve factors (after the annuitants' deaths) for annuities 
with a guaranteed period and annuities with joint and last 
SUrVivVOr. provisions. 


./4 


CENTENARIANS 


Thirty-two annuitants became centenarians during the year. 
Taking deaths among the centenarians into account, there was a 
net decrease of two centenarians, for a total of 89 as of March 
31, 1987. Twenty-six of these were male, a decrease of three 
from last year and sixty-three were female. The oldest 


annuitant, a female, was 108 years old. 


FINANCIAL STATEMENT 


Total receipts amounted to $70.9 million, a decrease of 

$2.6 million from the previous fiscal year. Interest credited to 
the Account, at $70.3 million, accounted for $2.3 million of the 
reduction in receipts. Premium income totaled $609,793, a 
decrease of about $229,958 from the previous year. Of this 
total, $597,720 was received under individual contracts, and the 
balance of $12,073 represented employer and employee 


contributions under group contracts. 


Total disbursements of $103.3 million were $0.2 million greater 
than in the previous fiscal year. Payments under matured 
annuities increased by $0.5 millicn@toe totallior 599.0 mi liicr 
Other disbursements of $4.3 million included $2.8 million for 
refunds of premiums, $1.3 million for lump sum settlements of 
guaranteed instalments and $0.2 million for miscellaneous 


payments. 


While total disbursements exceeded receipts by some $32.4 million 
for the year, total actuarial reserves ($1,022.3 million as of 
March 31, 1987) were $34.6 million lower than at the previous 
year-end. As a result, there was an actuarial surplus of 
slightly more than $2.2 million for the 1986-87 fiscal year. 


ae ie, 


This actuarial surplus arose from the fact that the balance of 
the account at the end of the fiscal year was in excess of the 
amount of actuarial reserves calculated at the end of that year. 
In other words, since a portion of accumulated funds was no 
longer required as of March 31, 1987 to cover the government 
obligations under the program (as quantified by the amount of 
actuarial reserve), it could therefore be released as an 
actuarial surplus for the fiscal year. 


ACTUARIAL CERTIFICATE 


The Chief Actuary has certified that the reserves determined in 
respect of annuity contracts in force as of March Sie LOST (as 
per the valuation summary reproduced herein) were calculated in 
accordance with subsection 15(1) of the Government Annuities 
Improvement Act and the Regulations pertaining thereto, and make 
good and sufficient provision for all obligations guaranteed 
under the terms of the government annuity contracts in force as 
Of March tole. A987. 
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Valuation of Government Annuities 
as of March 31, 1987 


a ann ann ESTES en 


Amount Actuarial 
Classification Number of annuity reserve 
RO 4 BS) AB BE SES 168 OS ee eee 
$ $ 
Matured: (in payment) 
Males, ordinary SAD Sal bee 208 ,802,463 
Females, ordinary gorges bog | 16, 2047514 106,130,787 
Males, guaranteed AO, 6O7 28,713,204 256,678,294 
Females, guaranteed 10,745 cerns © omy 9 58,514,94G@ 
Reducing at OAS eligiblity 4,028 O, O19 O97 26,369,745 
Last survivor ordinary 57926 aPLaaoro 407626,474 
Last survivor guaranteed 41 OCR ee A 232,614 
Certain AOL i ea ea Es 10,004,304 
Temporary 498 LA a2 282,104 
Death benefits by instalments 20 6 aeeS Ld, 39a 
Cheques due on suspended payments = eon 69,364 
Total Matured 148,987 99,286,749 107,722,498 
Deferred: (not yet in payment) 
Males, ordinary a, Cth t, 0577296 6,308,528 
Females, ordinary B32 436,384 3 ,-166,29m 
Males, guaranteed 5, OO 41,988,997 262,313,058 
Females, guaranteed hee PO bps brs ak 3739897, 55m 
Males, last survivor 231 246.25 R9 2,293,859 
Females, last survivor 5 1,204 16,043 
Refunds in process 108 =e 536,504 
Other refunds in process 44 rt 166,531 
Suspense accounts a mae 1,819,324 


Total Deferred 62,685 ros Greg do ellie oc Sal 314,609,68% 


Tota. Pg og OF 148,048,590 1,022,322,18@ 


Report to the 
Minister of Employment and Immigration 
on the examination of the 
financial statements of the 
GOVERNMENT ANNUITIES ACCOUNT 
for the year ended March 31, 1987 
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AUDITOR GENERAL OF CANADA VERIFICATEUR GENERAL DU CANADA 


AUDITOR'S REPORT 


To the Minister of Employment and Immigration 


I have examined the balance sheet of the Government Annuities 
Account as at March 31, 1987 and the statements of Operations and actuarial 
reserves and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as I 
considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the 
financial position of the Account as at March 31, 1987 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles applied 
on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Account that have 
come to my notice during my examination of the financial statements have, 
in all significant respects, been in accordance with section 15 of the 
Government Annuities Act and Regulations and section 15 of the Government 


Annuities Improvement Act. 
2 oe 


Raymond Dubois, C.A. 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
July 24, 1987 


GOVERNMENT ANNUITIES ACCOUNT 


Balance Sheet 
as at March 31, 1987 


Bion E s Sete rice gh et ee 


1986 


(in thousands of dollars) 


ASSETS 
1987 

Deposit with Receiver 
General for Canada $ 954,054 
Accrued interest due from Canada 70,254 
Accounts receivable 183 
$ 1,024,491 

LIABLLETLIES 

Actuarial surplus due to Canada $ 23159 


Actuarial reserves (Note 3) LM x eee 4 


$ 1,024,491 


Approved by the Canada Employment and Immigration Commission: 


wars 


Chairman 


Ba OWS al Sis NM eee 


Executive Director 
Finance and Administration 


y = 9875230 
ty Phe be 


196 


$ 1,059,981 


$ bpd beds: 
1,056,855 


$1,059,982 


GOVERNMENT ANNUITIES ACCOUNT 


Statement of Operations and Actuarial Reserves 


for the year ended March 31, 1987 


Payments and other charges 
Annuity payments 


Premium refunds 
Unclaimed annuities 


Income 
Interest from Canada 


Premiums 
Other 


Excess of payments and other charges over 
income for the year 


Actuarial reserves, balance at beginning 
of the year 


Actuarial surplus - Excess of recorded 
actuarial reserves over calculated 
actuarial reserves at end of the year 


Actuarial reserves, balance at end of 
the year (Note 3) 


Accumulated premiums and accrued 
interest for unmatured annuities 


Present value of matured annuities 


Total actuarial reserves (Note 3) 


1987 


(in thousands 


$ 100,341 
2502 
212 


DUS 5305 


70,254 
610 
77 


70,941 


32,364 


170564655 


1,024,491 


PRY) 


$ 100225432 


nape Ch 
707,722 


2. 150225332 


1986 
of dollars) 


$ 99,887 
2,914 
ope: 


103,114 


q2),5)9 
840 
71 


73,466 


29, 648 


1,089,629 


1,059,981 


able 


$1,056,855 


S. 348,295 


___708, 560 


$1,056,855 


GOVERNMENT ANNUITIES ACCOUNT 


Statement of Changes in Financial Position 
for the year ended March 31, 1987 


1987 1986 
(in thousands of dollars) 
Funds were used for: 
Operations 


Excess of payments and other charges 


over income for the year $ 32,364 $ 29 , 648 
Decrease in accrued interest and others C2 7314) (2,395) 
30,050 pH Sy 

Actuarial surplus remitted to Consolidated 
Revenue Fund 3,126 6,015 
Total funds used 33,176 33,206 

Deposit with Receiver General for Canada, 

balance at beginning of the year 987,230 1,020,498 


Deposit with Receiver General for Canada, 


balance at end of the year $ 954,054 $ 987, 230 


2a 


GOVERNMENT ANNUITIES ACCOUNT 


Notes to Financial Statements 
March 31, 1987 


(in thousands of dollars) 


Authority and purpose 


The Government Annuities Account was established in 1908 by the 
Government Annuities Act, R.S.C. c. G-6, (the "Act'"'), and modified by 
the Government Annuities Improvement Act, S.C. 1974=75=7682c8v83) (the 
"Improvement Act"'), 


The purpose of the Act was to assist individuals and groups of 
Canadians to provide for their later years by purchasing Government 
annuities. The Improvement Act increased the rate of return on 
Government annuity contracts to a rate of seven percent, increased 
their flexibility and discontinued future sales. 


The Account is administered by the Canada Employment and 
Immigration Commission and operates through the Consolidated Revenue 
Fund. 


Significant accounting policies 


(a) Basis of accounting 


The accounts of the Government Annuities Account are maintained 
on an accrual basis. 


(b) Actuarial reserves 


Actuarial reserves comprise: (i) in respect of unmatured 
annuities, accumulated premiums and accrued interest, and (ii) in 
respect of matured annuities, the present value of such annuities 
actuarially determined on the basis of such rate or rates of 
interest and mortality tables as is prescribed. 


(c) Actuarial surplus due to Canada 


If at the end of any fiscal year the recorded amount of actuarial 
reserves exceeds or is less than the calculated amount of 
actuarial reserves, the difference results in an actuarial 
surplus or deficit which is remitted to or recovered from the 
Consolidated Revenue Fund. 


(d) Interest from Canada 


Interest from Canada is calculated on actuarial reserves as 
prescribed by the Improvement Act. 


(e) Unclaimed annuities 


Unclaimed annuities represent amounts transferred to the 
Consolidated Revenue Fund in respect of annuities that could not 
be paid because the annuitants could not be located. 


(£) Services provided without charge 


Administrative services are provided to the Account by the Canada 
Employment and Immigration Commission and by other Government 
departments without charge. 


Actuarial reserves 


The method utilized to calculate the actuarial reserves of 
$1,022,332 (1986 - $1,056,855) is in accordance with subsection | sf 
of the Government Annuities Improvement Act, S.C. 1974-75-76, c. 83 
and the Regulations pertaining thereto. 


The Government Annuities Regulations provide that the Mortality 
Tables to be used in the preparation of tables for determining the 
values of annuities shall be the Annuity Table for 1949 (without 
projection) for males and females and modified by Projection Scale C. 


Mortality statistics in the last decade have shown that life 
expectancy has increased at a faster rate than that provided by 
Projection Scale C. Should this trend continue at the same rate in 
the future, the 1949 Mortality table adjusted by Projection Scale C 
may need to be modified and could result in a potential additional 
liability that would impact future actuarial reserves. The Commission 
undertakes an annual review of mortality in the preceding five year 
period to monitor the appropriateness of Projection Scale C for 
valuation purposes. The results of the 1986-87 study indicate that 
Projection Scale C continues to be appropriate. 
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Deputy Minister and Chairman Sous-ministre et Président 
Employment and Immigration Canada Emploi et Immigration Canada 


Ottawa K1A 0J9 


The Honourable Barbara McDougall, Py CMe 
Minister of Employment and Immigration 
OTTAWA, Ontario 


Dear Minister: 


On behalf of the Canada Employment and 
Immigration Commission, I have the honour to submit for the 
information of Parliament the Annual Report on Government 
Annuities, covering the period from ADP berlin O 87s tO 
March 31, 1988. 


The report is prepared in compliance with Section 
18 of the Government Annuities Improvement Act. 


Yours sincerely, 


6 Crsegs 


Arthur Kroeg 
Chairman 


AGC. 
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History 


The Government Annuities Act, a milestone in 
Canadian legislation, came into force on Sep- 
tember 1, 1908. It provided for the sale of 
deferred and immediate annuities to Canadians, 
either individually or under the terms of an 
employer pension plan, thereby encouraging 
Canadians to provide for their later years. 

By the 1960’s, other social benefit plans, such 
as Old Age Security, Guaranteed Income Sup- 
plement and Canada Pension Plan had been 
introduced and were gaining importance in 
providing Canadians with basic retirement 
income. This development, coupled with the 
increasing attractiveness of private pension 
plans, led to a steady decline in the sale of 
government annuities and brought about the 
Government’s decision to disband the sales force 
in 1967. 

Inflationary pressures in the 1970’s, along 
with increasing interest rates, led the govern- 
ment to bring the rate of return on annuities 
closer to the rates available in the private sector. 
The Government Annuities Improvement Act 
of December, 1975 increased the interest rate 
to 7 per cent on annuities not yet in payment. 
Until then, the average rate of interest had been 
about 4 per cent. In addition, annuities in pay- 
ment and those to mature in the future were 
enriched by a percentage increase related to the 
contractual rate of interest. These increases 
averaged about 22 per cent and ranged from 
10 per cent for contracts with an interest rate 
of 5 1/4 per cent, to 32 per cent for contracts 
with a rate of 3 per cent. All increases were 
effective from April 1, 1975. 

The Improvement Act formally ended the sale 
of government annuities and allowed the maxi- 
mum annuity of $1,200 to be exceeded in order 
to accommodate annuity increases resulting 
from the higher rate of return. 


Workload statistics 


The Annuities Branch continues to administer 
government annuity contracts now under pay- 
ment and those to come under payment in 
future years. Since 1908, about 553,000 in- 
dividual contracts and group certificates have 
been issued. The majority of these (namely 
349,700) have since then, expired, terminated 
or otherwise been refunded by the Annuities 
Branch. 

As of March 31, 1988, there were slightly 
more than 148,700 individual contracts and 
group certificates under payment; these were 
held by over 125,600 annuitants who received 
approximately 1.5 million cheques. 

At year-end, about 54,583 individual con- 
tracts and group certificates were still in a 
deferred payment status; a schedule of dates at 
which these annuities are slated to mature is 
provided in the Annex. 

During the 1987/88 fiscal year, 5,449 group 
certificates reached the payment stage, com- 
pared to 5,355 during the previous fiscal year, 
leaving 38,591 certificates not yet under pay- 
ment. The number of individual contracts reach- 
ing the payment stage during the fiscal year 
decreased to 1,365 from the previous year total 
of 1,521. The number of individual contracts 
in a deferred payment status as of March 31, 
1988 stood at 15,992. 

The Annuities Branch underwrote 1,935 
group pension plans over the years. However, 
premiums were received under only 8 plans dur- 
ing the 1987/88 fiscal year. Premiums have not 
been received for some time under 619 of those 
plans. Of the remaining 1,308 plans, 1,279 have 
been formally discontinued on the advice of the 
companies involved and the other 29 have ter- 
minated in the absence of any active employee 
registered under the plan. 


Mortality experience 


During the 1987/88 fiscal year, 6,790 annuities 
in payment were either terminated or adjusted 
because of death (4,148 group certificates and 
2,642 individual contracts). This compares with 
6,588 in the previous year. 

Male annuitants held 4,893 of those annui- 
ties in payment affected by death. Female an- 
nuitants held 1,897. The average age of death 
of 78.0 years for male annuitants was up 0.4 
from the previous year. Female annuitants aver- 
aged 84.2 years of age at death, up 0.8 from last 
year. 

An amount of $21.3 million of reserve was 
released as a result of deaths involving annui- 
ties in payment. Of this, $16.4 million resulted 
from the complete termination of annuities. The 
remaining $4.9 million emerged from the con- 
sequential reduction of reserve factors (after the 
annuitants’ deaths) for annuities with a guaran- 
teed period and annuities with joint and last 
survivor provisions. 


Centenarians 


Thirty-nine annuitants became centenarians 
during the year. Taking deaths among the cen- 
tenarians into account, there was a net increase 
of ten centenarians, for a total of 99 as of March 
31, 1988. Twenty-nine of these are male, an 
increase of three from last year and seventy were 
female. The oldest annuitant, a female, was 108 
years old. 


Financial statement 


Total receipts amounted to $68.4 million, a 
decrease of $2.5 million from the previous fiscal 
year. Interest credited to the Account, at $67.8 
million, accounted for nearly the full reduction 
in receipts. Premium income totaled $551,636, 
a decrease of about $58,157 from the previous 
year. Of this total, $546,973 was received under 
individual contracts, and the balance of $4,563 
represented employer and employee contribu- 
tions under group contracts. 

Total disbursements of $103.2 million were 
$0.1 million less than in the previous fiscal year. 
Payments under matured annuities increased by 
$0.2 million to a total of $99.2 million. Other 
disbursements of $4.0 million included $2.2 mil- 
lion for refunds of premiums, $1.4 million for 
lump sum settlements of guaranteed instalments 
and $0.4 million for miscellaneous payments. 

While total disbursements for the year exceed- 
ed receipts by some $34.8 million, total actuarial 
reserves ($984.8 million as of March 31, 1988) 
were $37.5 million lower than at the previous 
year-end. As a result, there was an actuarial 
surplus of slightly more than $2.7 million for 
the 1987-88 fiscal year. 

This actuarial surplus arose from the fact that 
the balance of the account at the end of the 
fiscal year was in excess of the amount of 
actuarial reserves calculated at the end of that 
year. In other words, since a portion of accumu- 
lated funds was no longer required as of March 
31, 1988 to cover the government obligations 
under the program (as quantified by the amount 
of actuarial reserve), it could therefore be 
released as an actuarial surplus for the fiscal 
year. 


Actuarial certificate 


The Chief Actuary has certified that the reserves 
determined in respect of annuity contracts in 
force as of March 31, 1988 (as per the valua- 
tion summary reproduced herein) were calcu- 


lated in accordance with subsection 15(1) of the 


Government Annuities Improvement Act and 


Valuation of government annuities 


as of March 31, 1988 


the Regulations pertaining thereto, and make 
good and sufficient provision for all obligations 
guaranteed under the terms of the government 
annuity contracts in force as of March 31, 1988. 


Classification Number Amount Actuarial 
of annuity reserve 

$ $ 
Matured: (in payment) 
Males, ordinary 52,891 34,719,317 214,287,395 
Females, ordinary 31,543 16,167,570 104,496,765 
Males, guaranteed 39,677 28,289,969 252,602,333 
Females, guaranteed 10,000 5,643,928 55,429,340 
Reducing at OAS eligibility 3,973 6,798,682 25,238,664 
Last survivor ordinary O24 4,442,807 42,703,906 
Last survivor guaranteed 38 22,207 ZA, OOT 
Certain 3,929 3,018,809 9,345,000 
Temporary 389 98,725 205,749 
Death benefits by instalments 12 4,506 D005 
Cheques due on suspended payments ~ - 71,903 
Total matured 148,726 99,206,520 704,603,717 
Deferred: (not yet in payment) 
Males, ordinary 1,477 960,328 5,946,724 
Females, ordinary 734 386,953 2,803,032 
Males, guaranteed 45,000 36,386,144 232,644,929 
Females, guaranteed 6,996 4,476,365 33,654,318 
Males, last survivor 218 229,238 2,142,679 
Females, last survivor 4 1,006 13,514 
Refunds in process 102 _ 511,504 
Other refunds in process 52 — 228,394 
Suspense accounts _ - 2,200,/88 
Total deferred 54,583 42,440,034 280,211,882 
Total 203,309 141,646,554 984,815,599 


4 Annex 
Deferred Deferred Total 
individual group pension 
contracts certificates 
Before April 1, 1988 206 320 526 
April 1, 1988 — March 31, 1990 3,139 5,596 87755 
April 1, 1990 — March 31, 1995 59759 14,380 20 139 
April 1, 1995 — March 31, 2000 3,184 e220 14,413 
April 1, 2000 — March 31, 2005 1,779 5,605 7,384 
April 1, 2005 — March 31, 2010 992 1,166 2,158 
April 1, 2010 — March 31, 2015 544 Palo a 782 
April 1, 2015 — March 31, 2020 278 49 Sek 
After March 31, 2020 “faa 8 119 
15,992 38,591 54,583 


Report to the 
Minister of Employment and Immigration 
on the examination of the 
financial statements of the 
GOVERNMENT ANNUITIES ACCOUNT 
for the year ended March 31, 1988 


AUDITOR GENERAL OF CANADA VERIFICATEUR GENERAL DU CANADA 


AUDITOR'S REPORT 


To the Minister of Employment and Immigration 


I have examined the balance sheet of the Government Annuities 
Account as at March 31, 1988 and the statements of operations and actuarial 
reserves and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as I 
considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the 
financial position of the Account as at March 31, 1988 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles applied 
on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Account that have 
come to my notice during my examination of the financial statements have, 
in all significant respects, been in accordance with section 15 of the 
Government Annuities Act and Regulations and section 15 of the Government 


Annuities Improvement Act. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
July 14, 1988 


GOVERNMENT ANNUITIES ACCOUNT 


Balance Sheet 
as.atoMarch 31 ,-+1988 


1987 


(in thousands of dollars) 


ASSETS 
1988 

Deposit with Receiver 
General for Canada S919. 74 
Accrued interest due from Canada 67,808 
Accounts receivable 17h 
$ 987,553 

LIABILITIES 

Actuarial surplus due to Canada Se ess a 
Actuarial reserves (Note 3) 984,816 
$_ 987,553 


Approved by the Canada Employment and Immigration Commission: 


Vice-Chairman 


_ ee LG. 


Executive Director 
Finance and Administration 


$ 954,054 
70,254 


183 


$1,024,491 


$ 2,159 


1,022,332 


$ 1,024,491 


GOVERNMENT ANNUITIES ACCOUNT 


Statement of Operations and Actuarial Reserves 


for the year ended March 31, 1988 


Payments and other charges 
Annuity payments 


Premium refunds 
Unclaimed annuities 


Income 
Interest from Canada 


Premiums 
Other 


Excess of payments and other charges over 
income for the year 


Actuarial reserves, balance at beginning 
of the year 


Actuarial surplus - Excess of recorded 
actuarial reserves over calculated 
actuarial reserves at end of the year 


Actuarial reserves, balance at end of 
the year (Note 3) 


Accumulated premiums and accrued 
interest for unmatured annuities 


Present value of matured annuities 


Total actuarial reserves (Note 3) 


1988 


1987 


(in thousands of dollars) 


$ 100,577 
2,203 
359 


103,199 


67,808 
552 
60 


68,420 


34,779 


1,022,332 


987,993 


2,737 


$984,816 
5» 280,212 


704,604 


$984,816 


Spana00. 341 
2,752 
2D 


103,305 


70,254 
610 
ua 


70,941 


32,364 


1,056,855 


1,024,491 


2,159 


$ 1,022,332 
Sees1G voto 


707,722 


$ 1,022,332 


GOVERNMENT ANNUITIES ACCOUNT 
Statement of Changes in Financial Position 


for the year ended March 31, 1988 


1988 1987 


(in thousands of dollars) 


Funds were used for: 
Operations 


Excess of payments and other charges 
over income for the year S$ 34,779 Suse e304 


Decrease in accrued interest and others (2,458) (25314) 


32 321 30,050 
Actuarial surplus remitted to Consolidated 
Revenue Fund 2,159 3,126 
Total funds used 34,480 33,176 
Deposit with Receiver General for Canada, 
balance at beginning of the year 954,054 987,230 


Deposit with Receiver General for Canada, 


balance at end of the year $919,574 $ 954,054 


GOVERNMENT ANNUITIES ACCOUNT 


Notes to Financial Statements 
March 31, 1988 


Authority and purpose 


The Government Annuities Account was established in 1908 by the 
Government Annuities Act, R.S.C. c. G-6, (the "Act"), and Poot ecs by 
the Government Annuities Improvement Act, S.C. 1974-75- Oe Ce , (the 
"Improvement Act"). 


The purpose of the Act was to assist individuals and groups of 
Canadians to provide for their later years by purchasing Government 
annuities. The Improvement Act increased the rate of return on 
Government annuity contracts to a rate of seven percent, increased 
their flexibility and discontinued future sales. 


The Account is administered by the Canada Employment and 
Immigration Commission and operates through the Consolidated Revenue 
Fund. 


Significant accounting policies 


(a) Basis of accounting 


The accounts of the Government Annuities Account are maintained 
on an accrual basis. 


(b) Actuarial reserves 


Actuarial reserves comprise: (i) in respect of unmatured 
annuities, accumulated premiums and accrued interest, and (ii) in 
respect of matured annuities, the present value of such annuities 
actuarially determined on the basis of such rate or rates of 
interest and mortality tables as is prescribed. 


(c) Actuarial surplus due to Canada 


If at the end of any fiscal year the recorded amount of actuarial 
reserves exceeds or is less than the calculated amount of 
actuarial reserves, the difference results in an actuarial 
surplus or deficit which is remitted to or recovered from the 
Consolidated Revenue Fund. 


(d) Interest from Canada 


Interest from Canada is calculated on actuarial reserves as 
prescribed by the Improvement Act. 


(e) Unclaimed annuities 


Unclaimed annuities represent amounts transferred to the 
Consolidated Revenue Fund in respect of annuities that could not 
be paid because the annuitants could not be located. 


(£) Services provided without charge 


Administrative services are provided to the Account by the Canada 
Employment and Immigration Commission and by other Government 
departments without charge. 


Actuarial reserves 


The method utilized to calculate the actuarial reserves of 
$984,816,000 (1987 - $1,022,332,000) is in accordance with subsection 
15(1) of the Government Annuities Improvement Act, S.C. 1974-75-76, c. 
83 and the Regulations pertaining thereto. 


The Government Annuities Regulations provide that the Mortality 
Tables to be used in determining the values of annuities shall be the 
Annuity Tables for 1949 modified by Projection Scale C. 


Mortality statistics in the last decade have shown that life 
expectancy has increased at a faster rate than that provided by these 
mortality tables. Should this trend continue at the same rate in the 
future, the 1949 Mortality table adjusted by Projection Scale C may 
need to be modified and could result in a potential additional 
liability that would impact future actuarial reserves. The Commission 
undertakes an annual review of mortality in the preceding five year 
period to monitor the appropriateness of the mortality tables for 
valuation purposes. The results of the 1986-87 study indicate that 
the mortality tables in use continue to be appropriate. 
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Deputy Minister and Chairman Sous-ministre et Président 
a wv Employment and Immigration Canada Emploi et Immigration Canada 


Ottawa K1A 0J9 


January 9, 1990 


The Honourable Barbara McDougall, P.C., M.P. 
Minister of Employment and Immigration 
Ottawa, Ontario 


Dear Minister: 

On behalf of the Canada Employment and 
Immigration Commission, I have the honour to submit for 
the information of Parliament the Annual Report on 
Government Annuities, covering the period from 


ApEU 2, 1988. to March 31.,..1989. 


The Report is prepared in compliance with 
section 18 of the Government Annuities Improvement Act. 


Yours sincerely, 


Arthur Kro 
Chairman 
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History 


The Government Annuities Act, a milestone in 
Canadian legislation, came into force on Sep- 
tember 1, 1908. It provided for the sale of 
deferred and immediate annuities to Canadians, 
either individually or under the terms of an 
employer pension plan, thereby encouraging 
Canadians to provide for their later years. 

By the 1960’s, other social benefit plans, such 
as Old Age Security, Guaranteed Income Sup- 
plement and Canada Pension Plan had been 
introduced and were gaining importance in 
providing Canadians with basic retirement 
income. This development, coupled with the 
increasing attractiveness of private pension 
plans, led to a steady decline in the sale of 
government annuities and brought about the 
Government’s decision to disband the sales force 
in 1967. 

Inflationary pressures in the 1970’s, along 
with increasing interest rates, led the govern- 
ment to bring the rate of return on annuities 
closer to the rates available in the private sector. 
The Government Annuities Improvement Act 
of December, 1975 increased the interest rate 
to 7 per cent on annuities not yet in payment. 
Until then, the average rate of interest had been 
about 4 per cent. In addition, annuities in pay- 
ment and those to mature in the future were 
enriched by a percentage increase related to the 
contractual rate of interest. These increases 
averaged about 22 per cent and ranged from 
10 per cent for contracts with an interest rate 
of 5 1/4 per cent, to 32 per cent for contracts 
with a rate of 3 per cent. All increases were 
effective from April 1, 1975. 

The Improvement Act formally ended the sale 
of government annuities and allowed the maxi- 
mum annuity of $1,200 to be exceeded in order 
to accommodate annuity increases resulting 
from the higher rate of return. 


Workload statistics . 


The Annuities Branch continues to administer 
government annuity contracts now under pay- 
ment and those to come under payment in 
future years. Since 1908, about 553,000 in- 
dividual contracts and group certificates have 
been issued. The majority of these (namely 
357,800) have since then, expired, terminated 
or otherwise been refunded by the Annuities 
Branch. 

As of March 31, 1989, there were slightly 
more than 147,400 individual contracts and 
group certificates under payment; these were 
held by over 124,900 annuitants who received 
approximately 1.4 million cheques. 

At year-end, about 47,778 individual con- 
tracts and group certificates were still in a 
deferred payment status; a schedule of dates at 
which these annuities are slated to mature is 
provided in the Annex. 

During the 1988/89 fiscal year, 4,405 group 
certificates reached the payment stage, com- 
pared to 5,449 during the previous fiscal year, 
leaving 33,585 certificates not yet under pay- 
ment. The number of individual contracts reach- 
ing the payment stage during the fiscal year 
decreased to 1,333 from the previous year total 
of 1,365. The number of individual contracts 
in a deferred payment status as of March 31, 
1989 stood at 14,193. 

The Annuities Branch underwrote 1,935 
group pension plans over the years, of which 
1,309 have been formally discontinued. Of the 
remaining 626 pension plans, premiums were 
received under only 8 plans during the 1988/89 
fiscal year. 


Mortality experience 
During the 1988/89 fiscal year, 6,891 annuities 
in payment were either terminated or adjusted 
because of death (4,305 group certificates and 
2,586 individual contracts). This compares with 
6,790 in the previous year. 

Male annuitants held 5,009 of those annui- 
ties in payment affected by death. Female an- 
nuitants held 1,882. The average age of death 
of 78.1 years for male annuitants was up 0.1 
from the previous year. Female annuitants aver- 
aged 83.9 years of age at death, up 0.3 from last 
year. 

An amount of $21.4 million of reserve was 
released as a result of deaths involving annui- 
ties in payment. Of this, $18.3 million resulted 
from the complete termination of annuities. The 
remaining $3.1 million emerged from the con- 
sequential reduction of reserve factors (after the 
annuitants’ deaths) for annuities with a guaran- 
teed period and annuities with joint and last 
survivor provisions. 


Centenarians 

Forty-seven annuitants became centenarians 
during the year. Taking deaths among the cen- 
tenarians into account, there was a net increase 
of seven centenarians, for a total of 106 as of 
March 31, 1989. Thirty-one of these are male, 
an increase of two from last year and seventy- 
five were female. The oldest annuitants, two 
males and two females, were 106 years old. 


Financial statement 

Total income amounted to $65.8 million, a 
decrease of $2.6 million from the previous fiscal 
year. Interest credited to the Account, at $65.2 
million, accounted for nearly the full reduction 
in total income. Premiums totaled $458,564 a 
decrease of $93,072 from the previous year. Of 
this total, $410,865 was received under indi- 
vidual contracts, and the balance of $47,699 
represented employer and employee contribu- 
tions under group contracts. 

Total disbursements of $102.3 million were 
$0.9 million less than in the previous fiscal year. 
Payments under matured annuities decreased by 
$0.5 million to a total of $98.7 million. Other 
disbursements of $3.6 million included $2.0 mil- 
lion for refunds of premiums, $1.3 million for 
lump sum settlements of guaranteed instalments 
and $0.3 million for miscellaneous payments. 

While total disbursements for the year exceed- 
ed total income by some $36.5 million, total 
actuarial reserves ($945.2 million as of March 
31, 1989) were $39.6 million lower than at the 
previous year-end. As a result, there was an ac- 
tuarial surplus of slightly less than $3.1 million 
for the 1988-89 fiscal year. 

This actuarial surplus arose from the fact that 
the balance of the account at the end of the 
fiscal year was in excess of the amount of 
actuarial reserves calculated at the end of that 
year. In other words, since a portion of accumu- 
lated funds was no longer required as of March 
31, 1989 to cover the government obligations 
under the program (as quantified by the amount 
of actuarial reserve), it could therefore be 
released as an actuarial surplus for the fiscal 
year. 


Actuarial certificate 


The Chief Actuary has certified that the reserves 
determined in respect of annuity contracts in 
force as of March 31, 1989 (as per the valua- 
tion summary reproduced herein) were calcu- 


lated in accordance with subsection 15(1) of the 


Government Annuities Improvement Act and 


Valuation of government annuities 


as of March 31, 1989 


the Regulations pertaining thereto, and make 
good and sufficient provision for all obligations 
guaranteed under the terms of the government 
annuity contracts in force as of March 31, 1989. 


Classification Number Amount Actuarial 
of annuity reserve 

$ _$ 
Matured: (in payment) 
Males, ordinary 54,073 35,356,079 247 215,715 
Females, ordinary 31,431 15,949,675 LO2, VOSS TF 
Males, guaranteed 38,329 Zhi SO; OC 245,895,278 
Females, guaranteed 9,326 5,404,542 92,834,461 
Reducing at OAS eligibility 3,687 6,429,413 22,908,757 
Last survivor ordinary 6,552 4,692,941 AR Zoo 120 
Last survivor guaranteed 24 13,769 136,294 
Certain 3,681 2,092,208 9,006,400 
Temporary 292 76,299 166,446 
Death benefits by instalments 6 1,942 2,794 
Cheques due on suspended payments - - 98,815 
Total matured 147,401 98,373,029 695,607,965 
Deferred: (not yet in payment) 
Males, ordinary 1,305 845,072 5,280,033 
Females, ordinary 641 338,845 © 2,514,529 
Males, guaranteed 39,434 31,846,162 207,963,886 
Females, guaranteed 6,119 3,940,219 » 29,811,988 
Males, last survivor 160 188,636 1,806,485 
Females, last survivor 2 237 dno he 
Refunds in process 82 = 336,604 
Other refunds in process 35 = 100,393 
Suspense accounts = = 1,800,639 
Total deferred 47,778 S15 1595174 249,616,469 
Total 195,179 135,532,200 945,224,434 


4 Annex 


Deferred Deferred Total 

individual group pension 

contracts certificates 
Before April 1, 1989 eae 392 605 
April 1, 1989 — March 31, 1990 1,453 2,635 4,088 
April 1, 1990 — March 31, 1995 5,696 12,948 18,644 
April 1, 1995 — March 31, 2000 3,158 10,636 13,794 
April 1, 2000 — March 31, 2005 1 LoS 5509 hae 
April 1, 2005 — March 31, 2010 980 1 t6a ostaa 
April 1, 2010 — March 31, 2015 542 237 779 
April 1, 2015 — March 31, 2020 274 49 323 
After March 31, 2020 109 So ae dilbt 


14,193 33,585 47,778 


Report to the 
Minister of Employment and Immigration 
on the examination of the 
financial statements of the 
GOVERNMENT ANNUITIES ACCOUNT 
for the year ended March 31, 1989 
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AUDITOR GENERAL OF CANADA VERIFICATEUR GENERAL DU CANADA 


AUDITOR’S REPORT 


To the Minister of Employment and Immigration 


| have examined the balance sheet of the Government Annuities Account as at March 31, 
1989 and the statements of operations and actuarial reserves and changes in financial position for 
the year then ended. My examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as | considered necessary in 
the circumstances. 


In my opinion, these financial statements present fairly the financial position of the 
Account as at March 31, 1989 and the results of its operations and the changes in its financial 
position for the year then ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Account that have come to my notice 
during my examination of the financial statements have, in all significant respects, been in 
accordance with section 15 of the Government Annuities Act, section 15 of the Government 


Annuities Improvement Act, and the Regulations. 
} le aa 


Sa 


Raymond Dubois, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
August 17, 1989 


GOVERNMENT ANNUITIES ACCOUNT 


Balance Sheet 
as at March 31, 1989 


ASSETS 
1989 1988 

(in thousands of dollars) 

Deposit with Receiver General for Canada $ 882,943 $ 919,574 
Accrued interest due from Canada 65,224 67,808 
Accounts receivable 109 171 
$ 948.276 $ 987,553 

LIABILITIES 

Actuarial surplus due to Canada $ SOScamee 21st 
Actuarial reserves (Note 3) 945,224 984,816 


$ 948.276 $ 987,553 


Approved by the Canada Employment and Immigration Commission: 


Chairman 


cree A 


Executive Director 
Finance and Administration 


GOVERNMENT ANNUITIES ACCOUNT 


Statement of Operations and Actuarial Reserves 
for the year ended March 31, 1989 


Payments and other charges 
Annuity payments 


Premium refunds 
Unclaimed annuities 


Income 
Interest from Canada 


Premiums 
Other 


Excess of payments and other charges over 
income for the year 


Actuarial reserves, balance at beginning 
of the year 


Actuarial surplus - Excess of recorded 
actuarial reserves over calculated 
actuarial reserves at end of the year 


Actuarial reserves, balance at end of 
the year (Note 3) 


Accumulated premiums and accrued 
interest for unmatured annuities 


Present value of matured annuities 


Total actuarial reserves (Note 3) 


1989 


1988 


(in thousands of dollars) 


$ 100,077 
2,000 
223 


102,300 


65,224 
458 

78 
65,760 


36,540 


984,816 


948,276 


__ 3,052 


$ 945,224 


$ 249,616 


695,608 


$ 945,224 


$ 100,577 
2,263 
359 


103,199 


67,808 
poe 

60 
68,420 


34,779 


1,022,332 


987,553 


2101 


984,816 


$ 280,212 


704,604 


984,816 


GOVERNMENT ANNUITIES ACCOUNT 


Statement of Changes in Financial Position 


for the year ended March 31, 1989 


1989 1988 
(in thousands of dollars) 


Funds were used for: 
Operations 


Excess of payments and other charges 


over income for the year $ 36540 $ 34,779 
Decrease in accrued interest and accounts receivable (2,646) (2,458) 
33,894 SZISZi 


Actuarial surplus remitted to Consolidated 


Revenue Fund PAG RET 2,159 
Total funds used 36,631 34,480 


Deposit with Receiver General for Canada, 
balance at beginning of the year 919.574 954,054 


Deposit with Receiver General for Canada, 


balance at end of the year $ 882,943 $ 919.574 


GOVERNMENT ANNUITIES ACCOUNT 


Notes to Financial Statements 
March 31, 1989 


Authority and purpose 

The Government Annuities Account was established in 1908 by the Government Annuities 
Act, (the "Act"), as modified by the Government Annuities Improvement Act (the 
"Improvement Act"). 

The purpose of the Act was to assist individuals and groups of Canadians to provide for 
their later years by purchasing Government annuities. The Improvement Act increased the 
rate of return on Government annuity contracts to a rate of seven percent, increased their 
flexibility and discontinued future sales. 


The Account is administered by the Canada Employment and Immigration Commission and 
operates through the Consolidated Revenue Fund. 


Significant accounting policies 

(a) Basis of accounting 
The accounts of the Government Annuities Account are maintained on an accrual basis. 

(b) Actuarial reserves 
Actuarial reserves comprise: (i) in respect of unmatured annuities, accumulated premiums 
and accrued interest, and (ii) in respect of matured annuities, the present value of such 
annuities actuarially determined on the basis of such rate or rates of interest and 
mortality tables as is prescribed. 

(c) Actuarial surplus due to Canada 
If at the end of any fiscal year the recorded amount of actuarial reserves exceeds or is 
less than the calculated amount of actuarial reserves, the difference results in an 
actuarial surplus or deficit which is remitted to or recovered from the Consolidated 
Revenue Fund. 


(d) Interest from Canada 


Interest from Canada is calculated on actuarial reserves as prescribed by the 
Improvement Act. 


(e) Unclaimed annuities 


Unclaimed annuities represent amounts transferred to the Consolidated Revenue Fund in 
respect of annuities that could not be paid because the annuitants could not be located. 


(f) | Services provided without charge 


Administrative services are provided to the Account by the Canada Employment and 
Immigration Commission and by other Government departments without charge. 


Actuarial reserves 


The method utilized to calculate the actuarial reserves of $945,224,000 (1988 - 
$984,816,000) is in accordance with subsection 15(1) of the Government Annuities Improvement 
Act and the Regulations pertaining thereto. 


The Government Annuities Regulations provide that the Mortality Tables to be used in 
determining the values of annuities shall be the Annuity Tables for 1949 modified by 
Projection Scale C. 


The Commission undertakes an annual review of mortality experience to monitor the 
appropriateness of the mortality tables for valuation purposes. The results of the last study 
indicate that the mortality tables in use continue to be appropriate for such purposes. 
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ie Deputy Minister and Chairman Sous-ministre et Président 
a Employment and Immigration Canada Emploi et Immigration Canada 


Ottawa K1A 0J9 


The Honourable Barbara McDougall, P.C., M.P. 
Minister of Employment and Immigration 
Ottawa, Ontario 


Dear Minister: 

On behalf of the Canada Employment and 
Immigration Commission, I have the honour to submit for 
the information of Parliament the Annual Report on 
Government Annuities, covering the period from April 1, 


L9SosctosMarch 31), 1990 


The Report is prepared in compliance with 
section 18 of the Government Annuities Improvement Act. 


Yours Sincerely, 


b) broapry 


Neel Mowe Kroeger 
Chairman 


ACTt. 


Canadit 


BAH) DA REE 
“ale askoeavbeat a 


. x 7 ¥ « a 
ely = ; 
1 oa ‘ a ary a aly ae od A 3 


fat a. 

Soy heat bin ne h naa 0. te 
se ct ee urotsS ets a4 ol egies Po exe. 

| Papeete s The Liban Ht > ark seven wis heer 3a 8 

: Ge atx bot ag ‘gt ‘palteuep Nett priv Se fave 

Metre OSKnn fe Hos 2m 

| | . a <a 

hibw eget igi aa. Hwee ome a: Ftdpost ott 
7 ee dnedevo’ unl, Gwe tute iiaeiaitatea ait ta 


ry nae f Le : 
—_ es . e 
slexssorL.e Beye), Fes . aT 
i >| 4 ene 7s 
i 1 VJ 
¥ i i 7 i] - 
- \ ; ‘ : a i 
ae gh ie \ 5 et!) see 7 
: a a 7 2 F : 
\ . i d 3 7b 4 ; . | '* i } 
M ~"¥ } * t mo @ 
< 4%) “s ‘4S 4 h ; 
(roe 7 - irs 
- } 4 7 7 
« 
ii 
* 
‘ ® 
i 0 
7 j 
me . Beate (0 


History 


The Government Annuities Act, a milestone in 
Canadian legislation, came into force on Sep- 
tember 1, 1908. It provided for the sale of 
deferred and immediate annuities to Canadians, 
either individually or under the terms of an 
employer pension plan, thereby encouraging 
Canadians to provide for their later years. 

By the 1960’s, other social security programs, 
such as Old Age Security, Guaranteed Income 
Supplement and the Canada and Québec 
Pension Plans had been introduced and were 
gaining importance in providing Canadians with 
basic retirement income. This development, 
coupled with the increasing attractiveness of 
private pension plans, led to a steady decline in 
the sale of government annuities and brought 
about the Government’s decision to disband the 
sales force in 1967. 

Increasing interest rates, resulting from infla- 
tionary pressures in the 1970’s, led the govern- 
ment to bring up the rate of return on annuities 
closer to the rates available in the private sector. 
The Government Annuities Improvement Act 
of December, 1975 increased the interest rate 
to 7 per cent on annuities not yet in payment. 
Until then, the average rate of interest had been 
about 4 per cent. In addition, annuities in pay- 
ment and those to mature in the future were 
enriched by a percentage increase related to the 
contractual rate of interest. These increases 
averaged about 22 per cent and ranged from 
10 per cent for contracts with an interest rate 
of 5 1/4 per cent, to 32 per cent for contracts 
with a rate of 3 per cent. All increases were 
effective from April 1, 1975. 

The Improvement Act formally ended the sale 
of government annuities and allowed the maxi- 
mum annuity of $1,200 to be exceeded in order 
to accommodate annuity increases resulting 
from the higher rate of return. 


Workload statistics 


The Annuities Branch continues to administer 
government annuity contracts now under pay- 
ment and those to come under payment in 
future years. Since 1908, about 553,000 in- 
dividual contracts and group certificates have 
been issued. The majority of these (namely 
365,900) have since then, expired, terminated 
or otherwise been refunded by the Annuities 
Branch. 

As of March 31, 1990, there were slightly 
more than 145,400 individual contracts and 
group certificates under payment; these were 
held by over 123,500 annuitants who received 
approximately 1.4 million cheques. 

At the fiscal year-end, about 41,697 
individual contracts and group certificates were 
still in a deferred payment status; a schedule of 
dates at which these deferred annuities are slated 
to reach maturity is provided in the Appendix. 

During the 1989/90 fiscal year, 3,906 group 
certificates reached maturity, compared to 4,405 
during the previous fiscal year. The number of 
individual contracts reaching the payment stage 
during the fiscal year decreased to 1,117 from 
the previous year total of 1,333. There were 
29,083 group certificates and 12,614 individual 
contracts still in a deferred payment status as 
of March 31, 1990. 

The Annuities Branch underwrote 1,935 
group pension plans over the years, of which 
1,311 have been formally discontinued. Of the 
remaining 624 pension plans, premiums were 
received under only 7 plans during the 1989/90 
fiscal year. 


Mortality experience 


During the 1989/90 fiscal year, 6,892 annuities 
in payment (4,319 group certificates and 2,573 
individual contracts) were either terminated or 
adjusted as a result of annuitant deaths, as 
compared with 6,891 in the previous year. 

Male annuitants held 4,966 of those annui- 
ties in payment affected by death. Female an- 
nuitants held 1,926. The average age of death 
of 78.4 years for male annuitants was up 0.3 
from the previous year. Female annuitants aver- 
aged 84.1 years of age at death, up 0.2 from last 
year. 

An amount of $21.9 million of reserve for 
annuities in payment was released as a result of 
annuitant death. Of this amount, $19.0 million 
resulted from the complete termination of 
annuities. The remaining $2.9 million emerged 
from the consequential reduction in the reserve 
factors (after the annuitants’ deaths) for annui- 
ties with a guaranteed period and annuities with 
joint and last survivor provisions. 


Centenarians 


Thirty-eight annuitants became centenarians 
during the fiscal year, leading to a total num- 
ber of 111 centenarians as of March 31, 1990, 
a net increase of five from the previous year- 
end. Thirty-two centenarians are male, an 
increase of one from last year and seventy-nine 
were female. The oldest annuitants, two 
females, were 107 years old. 


Financial statement 


Total income amounted to $62.6 million, a 
decrease of $3.2 million from the previous fiscal 
year. Interest credited to the Account, at $62.2 
million, accounted for nearly the full reduction 
in total income. Premiums totaled $348,293 with 
$345,829 received under individual contracts 
and $2,464 representing employer and employee 
contributions under group contracts. 

Total disbursements of $101.0 million were 
$1.3 million less than in the previous fiscal year. 
Payments under matured annuities decreased by 
$1.1 million to a total of $97.6 million. Other 
disbursements of $3.4 million included $1.6 mil- 
lion for refunds of premiums, $1.5 million for 
lump sum settlements of guaranteed instalments 
and $0.3 million for miscellaneous payments. 

While total disbursements for the year exceed- 
ed total income by some $38.4 million, total 
actuarial reserves ($904.3 million as of March 
31, 1990) were $40.9 million lower than at the 
previous year-end. As a result, there was an 
actuarial surplus of about $2.5 million over the 
1989-90 fiscal year. 

This actuarial surplus arose from the fact that 
the balance of the account at the end of the 
fiscal year was larger than the amount of 
actuarial reserves calculated at the end of that 
year. In other words, since a portion of accumu- 
lated funds was no longer required as of March 
31, 1990 to cover the government obligations 
under the program (as quantified by the amount 
of actuarial reserve), it could therefore be 
released as an actuarial surplus for the fiscal 
year. 


Actuarial certificate 


The Chief Actuary has certified that the reserves 
determined in respect of annuity contracts in 
force as of March 31, 1990 (as per the valua- 
tion summary reproduced herein) were calcu- 
lated in accordance with subsection 15(1) of the 


Government Annuities Improvement Act and 


the Regulations pertaining thereto, and make 


principles. 


Valuation of government annuities 


as of March 31, 1990 


adequate and appropriate provision for all 
obligations guaranteed under the terms of the 
government annuity contracts in force as of 
March 31, 1990. This certificate was prepared 
in accordance with generally accepted actuarial 


Classification Number Amount Actuarial 
of annuity reserve 

$ $ 
Matured: (in payment) 
Males, ordinary OO,219 35,941,951 219,623/432 
Females, ordinary 31,194 Loa 42652 99,850,334 
Males, guaranteed 36,572 POVOl1-081 236,768,129 
Females, guaranteed 8,568 5 0318424 49,100,005 
Reducing at OAS eligibility 3,376 6,026,073 2171312665 
Last survivor ordinary 6,796 4,895,915 AT NTAO14 
Last survivor guaranteed 18 8.726 86,234 
Certain 3,461 2pfSO 22 8,659,470 
Temporary 234 60,552 152,674 
Death benefits by instalments 5 1,809 974 
Cheques due on suspended payments — - 95,347 
Total matured 145,439 97,022,505 682,642,578 
Deferred: (not yet in payment) 
Males, ordinary 1,168 762,668 4,833,449 
Females, ordinary 553 295,978 25216297 
Males, guaranteed 34,372 2/,622,042 184,019,662 
Females, guaranteed 5 343 3,542,401 26,981,586 
Males, last survivor 132 138,318 1,268,143 
Females, last survivor 5 xe yi ACS 34,677 
Refunds in process 42 - 200,301 
Other refunds in process 82 _ 214,999 
Suspense accounts - — 1,915,262 
Total deferred 41,697 32,504/562 221,684,376 
Total 187,136 129,387,087 904,326,954 


Maturity Schedule of Deferred Contracts & Certificates 


Appendix 


Deferred Deferred 

individual group pension 

contracts certificates Total 
Before April 1, 1990 244 359 603 
1990 — 1991 1,291 23531 3,822 
1991 — 1992 1,248 2,338 3,586 
1992 — 1993 1,154 2,341 3,495 
1993 — 1994 1,024 2,406 3,430 
1994 — 1995 877 2,309 3,186 
1990 - 1995 5,594 11,925 17,519 
1995 — 1996 820 PP 3,091 
1996) — M1997 708 21102 2,810 
1997 — 1998 612 205s 2,665 
1998 — 1999 508 1,796 2,304 
1999 — 2000 472 1,688 2,160 
1995 - 2000 3,120 9,910 13,030 
2000 — 2001 468 1,510 1,978 
2001 — 2002 386 1,298 1,684 
2002 — 2003 Sie 1,082 1,454 
2003 — 2004 285 866 leboa 
2004 — 2005 250 682 932 
2000 - 2005 1,761 5,438 7,199 
2005 - 2010 972 1,158 2,130 
2010 - 2015 540 236 776 
2015 - 2020 276 49 325 
After March 31, 2020 107 8 115 
Total 12,614 29,083 


41,697 


Report to the 
Minister of Employment and Immigration 
on the examination of the 
financial statements of the 


GOVERNMENT ANNUITIES ACCOUNT 
for the year ended March 31, 1990 


AUDITOR GENERAL OF CANADA VERIFICATEUR GENERAL DU CANADA 


AUDITOR’S REPORT 


To the Minister of Employment and Immigration 


| have examined the balance sheet of the Government Annuities Account as at 
March 31, 1990 and the statements of operations and actuarial reserves and changes in 
financial position for the year then ended. My examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests and other 
procedures as | considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial position of 
the Account as at March 31, 1990 and the results of its operations and the changes in its 
financial position for the year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Account that have come to my 
notice during my examination of the financial statements have, in all significant respects, been 
in accordance with section 15 of the Government Annuities Act, section 15 of the Government 
Annuities Improvement Act, and the Regulations. 


Se or 


Raymond Dubois, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
August 2, 1990 


GOVERNMENT ANNUITIES ACCOUNT 


Balance Sheet 
as at March 31, 1990 


ASSETS 

1990 1989 
(in thousands of dollars) 
Deposit with Receiver General for Canada $ 844,432 $ 882,943 
Accrued interest due from Canada 62,232 65,224 
Accounts receivable 176 109 
906,840 $ 948,276 

LIABILITIES 

Actuarial surplus due to Canada $ © 2:513 $a3/052 
Actuarial reserves (Note 3) 904,327 945,224 
906,840 $ 948.276 


Approved by the Canada Employment and Immigration Commission: 


Executive Director 
Finance and Administration 


GOVERNMENT ANNUITIES ACCOUNT 


Statement of Operations and Actuarial Reserves 


for the year ended March 31, 1990 


Payments and other charges 
Annuity payments 


Premium refunds 
Unclaimed annuities 


Income 
Interest from Canada 


Premiums 
Other 


Excess of payments and other charges over 
income for the year 


Actuarial reserves, balance at beginning 
of the year 


Actuarial surplus - Excess of recorded 
actuarial reserves over calculated 
actuarial reserves at end of the year 


Actuarial reserves, balance at end of 
the year (Note 3) 


Accumulated premiums and accrued 
interest for unmatured annuities 


Present value of matured annuities 


Total actuarial reserves (Note 3) 


1990 


1989 


(in thousands of dollars) 


$ 99,072 
1,654 
279 


101,005 


62,232 
349 
40 


62,621 


38,384 


945,224 


906,840 


2,513 


904.327 


$ 221,684 


682,643 


904,327 


$ 100,077 
2,000 
223 


102,300 


65,224 
458 
78 


65,760 


36,540 


984,816 


948,276 


—_ 3,052 


945.224 


$ 249,616 


695.608 


$945,224 


GOVERNMENT ANNUITIES ACCOUNT 
Statement of Changes in Financial Position 


for the year ended March 31, 1990 


1990 1989 
(in thousands of dollars) 


Funds were used for: 
Operations 


Excess of payments and other charges 


over income for the year $ 38,384 $ 36,540 
Decrease in accrued interest and accounts receivable (2,925) 2,646 
35,459 33,894 

Actuarial surplus remitted to Consolidated 
Revenue Fund 3,052 2,737 
Total funds used 38,511 36,631 


Deposit with Receiver General for Canada, 


balance at beginning of the year 882,943 919,574 


Deposit with Receiver General for Canada, 
balance at end of the year 844.432 882,943 


GOVERNMENT ANNUITIES ACCOUNT 


Notes to Financial Statements 
March 31, 1990 


Authority and purpose 


The Government Annuities Account was established in 1908 by the Government 


Annuities Act, (the "Act"), as modified by the Government Annuities Improvement Act 
(the "Improvement Act"). 


The purpose of the Act was to assist individuals and groups of Canadians to 


provide for their later years by purchasing Government annuities. The Improvement Act 
increased the rate of return on Government annuity contracts to a rate of seven 
percent, increased their flexibility and discontinued future sales. 


The Account is administered by the Canada Employment and Immigration 


Commission and operates through the Consolidated Revenue Fund. 


Significant accounting policies 


(a) 


(b) 


(c) 


(d) 


(e) 


(f) 


Basis of accounting 


The accounts of the Government Annuities Account are maintained on an 
accrual basis. 


Actuarial reserves 


Actuarial reserves comprise: (i) in respect of unmatured annuities, accumulated 
premiums and accrued interest, and (ii) in respect of matured annuities, the 
present value of such annuities actuarially determined on the basis of such rate 
or rates of interest and mortality tables as is prescribed. 


Actuarial surplus due to Canada 

If at the end of any fiscal year the recorded amount of actuarial reserves 
exceeds or is less than the calculated amount of actuarial reserves, the 
difference results in an actuarial surplus or deficit which is remitted to or 
recovered from the Consolidated Revenue Fund. 

Interest from Canada 


Interest from Canada is calculated on actuarial reserves as prescribed by the 
Improvement Act. 


Unclaimed annuities 

Unclaimed annuities represent amounts transferred to the Consolidated Revenue 
Fund in respect of annuities that could not be paid because the annuitants 
could not be located. 

Services provided without charge 

Administrative services are provided to the Account by the Canada Employment 


and Immigration Commission and by other Government departments without 
charge. 


Actuarial reserves 


The method utilized to calculate the actuarial reserves of $904,327,000 (1989 - 
$945,224,000) is in accordance with subsection 15(1) of the Government Annuities 
Improvement Act and the Regulations pertaining thereto. 


The Government Annuities Regulations provide that the Mortality Tables to be 
used in determining the values of annuities shall be the Annuity Tables for 1949 
modified by Projection Scale C. 


The Commission undertakes an annual review of mortality experience to monitor 
the appropriateness of the mortality tables for valuation purposes. The results of the 
last study, completed in March 1990, indicate that the mortality tables in use continue 
to be appropriate for such purposes. 
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5 we Deputy Minister and Chairman Sous-ministre et Président 
Employment and Immigration Canada Emploi et Immigration Canada 


Ottawa K1A 0J9 


The Honourable Bernard Valcourt, P.C., M.P. 
Minister of Employment and Immigration 
Ottawa, Ontario 


Dear Minister: 


On behalf of the Canada Employment and Immigration 
Commission, I have the honour to submit for the information 
of Parliament the Annual Report on Government Annuities, 
covering the period from April 1, 1990 to March 31, 1991. 


This report is prepared in compliance with 
section 18 of the Government Annuities Improvement Act. 


Yours sincerely, 


MW cei te Ger 

Michéle S. Jean 

Acting Deputy Minister 
and Chairperson 
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History 
The Government Annuities Act, a milestone in 
Canadian legislation, came into force on Sep- 
tember 1, 1908. It provided for the sale of 
deferred and immediate annuities to Canadians, 
either individually or under the terms of an em- 
ployer pension plan, thereby encouraging Cana- 
dians to provide for their later years. 

By the 1960’s, other social security programs, 
such as Old Age Security, Guaranteed Income 
Supplement and the Canada and Québec Pen- 
sion Plans had been introduced and were gain- 
ing importance in providing Canadians with 
basic retirement income. This development, 
coupled with the increasing attractiveness of pri- 
vate pension plans, led to a steady decline in the 
sale of government annuities and brought about 
the Government’s decision to disband the sales 
force in 1967. 

Increasing interest rates, resulting from infla- 
tionary pressures in the 1970’s, led the govern- 
ment to bring up the rate of return on annuities 
closer to the rates available in the private sec- 
tor. The Government Annuities Improvement 
Act of December, 1975 increased the annual in- 
terest rate to 7 per cent on all annuities. Until 
then, the average rate of interest had been about 
4 per cent. For deferred annuities, funds on 
deposit were to grow at 7% interest from April 
1, 1975. Annuities already in payment on that 
date or reaching maturity later were enriched 
by a percentage increase related to the contrac- 
tual rate of interest. These increases averaged 
about 22 per cent and ranged from 10 per cent 
for contracts with an interest rate of 5-1/4 per 
cent, to 32 per cent for contracts with a rate of 
Beper cent. 

The Improvement Act formally ended the sale 
of government annuities and allowed the maxi- 
mum annuity of $1,200 to be exceeded in order 
to accommodate annuity increases resulting 
from the higher rate of return. 


Workload Statistics 


The Annuities Branch, with a staff of about 55 
people in Bathurst, N.B., continues to ad- 
minister government annuity contracts now un- 
der payment and those to come under payment 
in future years. Since 1908, about 553,000 in- 
dividual contracts and group certificates have 
been issued. The majority of these (namely 
373,700) have since then expired, terminated or 
otherwise been refunded by the Annuities 
Branch. 

As of March 31, 1991, there were slightly 
more than 143,200 individual contracts and 
group certificates under payment; these were 
held by over 122,000 annuitants who received 
approximately 1.4 million cheques. The aver- 
age annual payment being made to each annui- 
tant on March 31, 1991 was $665.45. There were 
also, at the fiscal year-end, 36,027 individual 
contracts and group certificates still in a deferred 
payment status (24,825 group certificates and 
11,202 individual contracts); a schedule of dates 
at which these deferred annuities are slated to 
reach maturity is provided in the Appendix. 

During the 1990/91 fiscal year, 3,713 group 
certificates and 1,019 individual contracts 
reached maturity, compared to 3,906 and 1,117, 
respectively, during the previous fiscal year. 
Another 948 deferred contracts were terminat- 
ed at or before maturity because of death, small 
refunds or unclaimed funds. 

The Annuities Branch underwrote 1,935 
group pension plans over the years, of which 
1,313 have been formally discontinued. Of the 
remaining 622 pension plans, premiums were 
received under only 3 plans during the 1990/91 
fiscal year. 


Mortality Experience 


During the 1990/91 fiscal year, 6,814 annuities 
in payment (4,243 group certificates and 2,571 
individual contracts) were either terminated or 
adjusted as a result of annuitant deaths, as com- 
pared with 6,892 in the previous year. 

Male annuitants held 4,983 of those terminat- 
ed or adjusted annuities. Female annuitants held 
1,831. The average age of death for male an- 
nuitants was 78.7, up 0.3 from the previous fis- 
cal year. Female annuitants averaged 84.7 years 
of age at death, an increase of 0.6 from the 
previous year. 

An amount of $20.8 million of reserve for an- 
nuities in payment was released as a result of 
annuitant death. Of this amount, $16.9 million 
resulted from the complete termination of an- 
nuities; the remaining $3.9 million emerged 
from the consequential reduction in the reserve 
factors (after the annuitants’ deaths) for annui- 
ties with a guaranteed period and annuities with 
joint and last survivor provisions. 


Centenarians 


Fifty-four annuitants became centenarians dur- 
ing the fiscal year, leading to a total number of 
127 centenarians as of March 31, 1991, a net 
increase of sixteen from the previous year-end. 
Eighty-six centenarians were female, an increase 
of seven from last year, and forty-one were 
male, an increase of nine. The oldest annuitant, 
a female, was 108 years old. 


Financial Statement 


Total income amounted to $59.7 million, a 
decrease of $2.9 million from the previous fis- 
cal year. Interest credited to the Account at the 
statutory rate of 7% again accounted for almost 
all of this income, at $59.5 million. Premiums 
received totalled only $218,033, with $215,179 
received under individual contracts and $2,854 
representing employer and employee contribu- 
tions under group contracts. 

Total disbursements of $99.5 million were 
$1.5 million less than in the previous fiscal year. 
Payments under matured annuities decreased by 
$1.6 million to a total of $96.0 million. Other 
disbursements of $3.5 million included $1.7 mil- 
lion for refunds of premiums, $1.5 million for 
lump sum settlements of guaranteed instalments 
and $0.3 million for miscellaneous payments. 

Total disbursements for the year exceeded to- 
tal income by $39.8 million. This reduced the 
opening balance of $906.8 million held in the 
Account at March 31, 1990, to a balance of 0 
$864.5 million at March 31, 1991. However, the 
actuarial reserves required as of that date were 
calculated to be only $862.0 million. The excess 
balance of $2.5 million could therefore be 
released to the Consolidated Revenue Fund as 
an actuarial surplus arising from operations over 
the 1990/91 fiscal year. 

In other words, this portion of accumulated 
funds was no longer required to cover the 
government’s future obligations under the 
program. 


Government Annuities Improvement Act and 
the Regulations pertaining thereto, and make 
adequate and appropriate provision for all ob- 
ligations guaranteed under the terms of the 
government annuity contracts in force as of 
March 31, 1991. This certificate was prepared 
in accordance with generally accepted actuari- 
al principles. 


Actuarial Certificate 


The Chief Actuary has certified that the reserves 
determined in respect of annuity contracts in 
force as of March 31, 1991 (as per the valua- 
tion summary reproduced herein) were calcu- 
lated in accordance with subsection 15(1) of the 


Valuation of government annuities 
as of March 31, 1991 


Classification Number Amount Actuarial 
of Annuity Reserve 

$ $ 
Matured: (in payment) 
Males, ordinary 55,978 36,238,422 219,750,594 
Females, ordinary 30,917 15,540,616 97,526,214 
Males, guaranteed 35,004 25,657,040 C2 rad, (Oo 
Females, guaranteed L820 4,715,114 45,960,322 
Reducing at OAS eligibility 3,042 5,483,363 19,244,634 
Last survivor ordinary 1,077 5/045,758 48,303,033 
Certain Stoo ZO fO OLo 8,058,782 
Temporary 199 O5,S32n 141,680 
Death benefits by instalments 1 s) 5 
Cheques due on suspended payments - _ 63,864 
Total Matured 143,228 95731.1,020 666,835,894 
Deferred: (not yet in payment) 
Males, ordinary 981 654,614 4,136,286 
Females, ordinary 479 256,204 1,927,641 
Males, guaranteed 29,631 23,742,764 160,949,376 
Females, guaranteed 4,674 3,169,391 24,274,956 
Males, last Survivor 124 IAr 232 1,450,796 
Females, last survivor 3 Peete 12,749 
Refunds in process G7 - BS2yoeco 
Other refunds in process 68 _ 213,981 
Suspense accounts - - 1,834,888 
Total Deferred 36,027 21,971,477 195,153,001 
Total 179,255 123,282,497 861,988,895 


Maturity Schedule of Deferred Contracts & Certificates 


Appendix 


Deferred Deferred 

Individual Group Pension 

Contracts Certificates Total 
Before April 1, 1991 241 373 614 
1991-1992 ee) halle 3,495 
1992-1993 ‘by Bele 2,187 3,322 
1993-1994 1,011 2,166 S.dfir 
1994-1995 869 2,100 2,969 
1990-1995 4,476 9,100 13,576 
1995-1996 805 2,004 2,809 
1996-1997 701 1,910 2GOrel 
1997-1998 606 1,800 2,406 
1998-1999 506 1,692 2,198 
1999-2000 470 Toe 2,062 
1995-2000 3,088 8,997 12,085 
2000-2001 465 1,417 1,882 
2001-2002 SOS Teclo 1,658 
2002-2003 Sie 1,061 Wass 
2003-2004 282 854 eat S6 
2004-2005 249 674 923 
2000-2005 1,751 5,281 7,032 
2005-2010 967 1,152 2,119 
2010-2015 538 236 774 
2015-2020 275 49 324 
After March 31, 2020 107 8 115 
Total 11,202 24,825 36,027 


Report to the 
Minister of Employment and Immigration 
on the audit of the 
financial statements of the 
GOVERNMENT ANNUITIES ACCOUNT 
for the year ended March 31, 1991 


AUDITOR GENERAL OF CANADA VERIFICATEUR GENERAL DU CANADA 


AUDITOR’S REPORT 


To the Minister of Employment and Immigration 


| have audited the balance sheet of the Government Annuities Account as at 
March 31, 1991 and the statements of operations and actuarial liabilities and changes in financial 
position for the year then ended. These financial statements are the responsibility of the 
Account’s management. My responsibility is to express an opinion on these financial statements 
based on my audit. 


| conducted my audit in accordance with generally accepted auditing standards. 
Those standards require that | plan and perform an audit to obtain reasonable assurance whether 
the financial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in all material respects, the 
financial position of the Account as at March 31, 1991 and the results of its operations and the 
changes in its financial position for the year then ended in accordance with generally accepted 
accounting principles. 


Further, in my opinion, the transactions of the Account that have come to my 
notice during my examination of the financial statements have, in all significant respects, been in 
accordance with section 15 of the Government Annuities Act, section 15 of the Government 
Annuities Improvement Act, and the Regulations. 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
July 24, 1991 


GOVERNMENT ANNUITIES ACCOUNT 


Balance Sheet 
as at March 31, 1991 


1990 


(in thousands of dollars) 


ASSETS 
1991 
Deposit with Receiver General for Canada $ 804,952 
Accrued interest due from Canada 59,453 
Accounts receivable 133 
$ 864,538 
LIABILITIES 
Actuarial surplus due to Canada $ 2,549 
Actuarial liabilities (Note 3) 861,989 
$ 864,538 


Approved by the Canada Employment and Immigration Commission: 


Chairman 


Executive Director 
Finance and Administration 


$ 844,432 
62,232 
176 


$ 906,840 


$ 2,513 
904,327 


$ 906,840 


GOVERNMENT ANNUITIES ACCOUNT 


Statement of Operations and Actuarial Liabilities 
for the year ended March 31, 1991 


Payments and other charges 
Annuity payments 


Premium refunds 
Unclaimed annuities 


Income 
Interest from Canada 


Premiums 
Other 


Excess of payments and other charges over 
income for the year 


Actuarial liabilities, balance at beginning 
of the year 


Actuarial surplus 


Actuarial liabilities, balance at end of 
the year (Note 3) 


Actuarial liabilities are comprised of: 


Unmatured annuities, accumulated 
premiums and accrued interest 


Matured annuities, present value 


1991 


1990 


(in thousands of dollars) 


$ 97,500 
1,688 
348 


99,536 


59,453 
218 
76 


59,747 


39,789 


904,327 
864,538 


2,549 


$ 861,989 


$ 195,153 
666,836 


861,989 


$ 99,072 
1,654 
279 


101,005 


62,232 
349 
CD. 


62,621 


38,384 


945,224 


906,840 


2,513 


904,327 


$ 221,684 


682,643 


$ 904,527 


GOVERNMENT ANNUITIES ACCOUNT 


Statement of Changes in Financial Position 


for the year ended March 31, 1991 


Funds were used for: 
Operations 


Excess of payments and other charges 
over income for the year 


Decrease in accrued interest and accounts receivable 


Actuarial surplus remitted to Consolidated 
Revenue Fund 


Total funds used 


Deposit with Receiver General for Canada, 
balance at beginning of the year 


Deposit with Receiver General for Canada, 
balance at end of the year 


1991 


1990 


(in thousands of dollars) 


$ 39,789 


(2,822) 


36,967 


2,513 


39,480 


844,432 


$804,952 


$ 38,384 


(2,925) 


35,459 


—__3,052 


38,511 


882,943 


$ 844,432 


GOVERNMENT ANNUITIES ACCOUNT 


Notes to Financial Statements 
March 31, 1991 


Authority and purpose 


The Government Annuities Account was established in 1908 by the Government 
Annuities Act, (the "Act"), as modified by the Government Annuities Improvement Act (the 
“Improvement Act"). 


The purpose of the Act was to assist individuals and groups of Canadians to 
provide for their later years by purchasing Government annuities. The Improvement Act 
increased the rate of return on Government annuity contracts to a rate of seven percent, 
increased their flexibility and discontinued future sales. 


The Account is administered by the Canada Employment and Immigration 
Commission and operates through the Consolidated Revenue Fund. 


Significant accounting policies 
(a) Basis of accounting 


The accounts of the Government Annuities Account are maintained on an accrual 
basis. 


(b) Actuarial liabilities 


Actuarial liabilities comprise: (i) in respect of unmatured annuities, accumulated 
premiums and accrued interest, and (ii) in respect of matured annuities, the 
present value of such annuities actuarially determined on the basis of such rate or 
rates of interest and mortality tables as is prescribed. 


(c) Actuarial surplus 
At the end of any fiscal year, the recorded amount of actuarial liabilities may be 
different than the calculated amount of actuarial liabilities. The difference 
represents an actuarial surplus or deficit which is remitted to or recovered from 
the Consolidated Revenue Fund. 


(d) Interest from Canada 


Interest from Canada is calculated on actuarial liabilities as prescribed by the 
Improvement Act. 


(e) Unclaimed annuities 
Unclaimed annuities represent amounts transferred to the Consolidated Revenue 
Fund in respect of annuities that could not be paid because the annuitants could 
not be located. 

(f) Services provided without charge 
Administrative services are provided to the Account by the Canada Employment 


and Immigration Commission and by other Government departments without 
charge. 


Actuarial liabilities 


The method utilized to calculate the actuarial liabilities of $861,989,000 (1990 - 
$904,327,000) is in accordance with subsection 15(1) of the Government Annuities 
Improvement Act and the Regulations pertaining thereto. 


The Government Annuities Regulations provide that the Mortality Tables to be 
used in determining the values of annuities shall be the Annuity Tables for 1949 modified 
by Projection Scale C. 


The Commission undertakes an annual review of mortality experience to monitor 
the appropriateness of the mortality tables for valuation purposes. The results of the last 
Study, completed in February 1991, indicate that the mortality tables in use continue to be 
appropriate for such purposes. 
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Employment and Emploi et 
Immigration Canada Immigration Canada 


Deputy Minister and Sous-ministre et 
Chairperson Presidente 


Ottawa, Canada 
K1A OJ9 


The Honourable Bernard Valcourt, Pec.) 1M. Ps: 
Minister of Employment and Immigration 
Ottawa, Ontario 

Dear Minister: 

On behalf of the Canada Employment and Immigration 
Commission, I have the honour to submit for the information 
of Parliament the Annual Report on Government Annuities, 
covering the period from April 1, 1991 to March 3, L992" 


This report is prepared in compliance with 
section 18 of the Government Annuities Improvement Act. 


Sincerely, 


Eh {ab eke 


Ruth Hubbard 


Att. 


Canada 
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History 


The Government Annuities Act, a-milestone in 
Canadian legislation, came into force on Sep- 
tember 1, 1908. It provided for the sale of 
deferred and immediate annuities to Canadians, 
either individually or under the terms of an em- 
ployer pension plan, thereby encouraging Cana- 
dians to provide for their later years. 

In the 1950’s and the 1960’s, social security 
programs, such as Old Age Security, Guaran- 
teed Income Supplement and the Canada and 
Québec Pension Plans were introduced to pro- 
vide Canadians with basic retirement income. 
This development, coupled with the increasing 
attractiveness of private pension plans, led to 
a steady decline in the sale of government 
annuities and brought about the Government’s 
decision to disband the sales force in 1967. 

Increasing interest rates, resulting from infla- 
tionary pressures in the 1970’s, led the govern- 
ment to bring up the rate of return on annuities 
closer to the rates available in the private sec- 
tor. The Government Annuities Improvement 
Act of December, 1975 increased the annual 
interest rate to 7 per cent on all annuities. 
Until then, the average rate of interest had been 
about 4 per cent. For deferred annuities, funds 
on deposit were to grow at 7 per cent interest 
from April 1, 1975. Annuities already in pay- 
ment on that date or reaching maturity later 
were enriched by a percentage increase related 
to the contractual rate of interest. These in- 
creases averaged about 22 per cent and ranged 
from 10 per cent for contracts with an interest 
rate of 5'/, per cent, to 32 per cent for contracts 
with a rate of 3 per cent. 

The Improvement Act formally ended the sale 
of government annuities and allowed the maxi- 
mum annuity of $1,200 to be exceeded in order 
to accommodate annuity increases resulting 
from the higher rate of return. 


Workload Statistics 


The Annuities Branch, with a staff of about 
55 people in Bathurst, N.B., continues to ad- 
minister government annuity contracts now 
under payment and those to come under pay- 
ment in future years. Since 1908, about 553,000 
individual contracts and group certificates have 
been issued. The majority of these (namely 
381,600) have since then expired, terminated or 
otherwise been refunded by the Annuities 
Branch. 

As of March 31, 1992, there were slightly less 
than 140,600 annuities in payment; these were 
held by over 126,300 annuitants who received 
approximately 1.4 million cheques. The aver- 
age annual payment being made to each annui- 
tant on March 31, 1992 was $663.45. There were 
also, at the fiscal year-end, 30,775 deferred an- 
nuities; a schedule of dates at which payment 
is slated to start under these deferred annuities 
is provided in the Appendix. 

During the 1991/92 fiscal year, 4,328 deferred 
annuities started to be paid compared to 4,732 
during the previous fiscal year. Another 950 
deferred contracts were terminated at or before 
maturity because of death, small refunds or un- 
claimed funds. 

The Annuities Branch underwrote 1,935 
group pension plans over the years, of which 
1,316 have been formally discontinued. Of the 
remaining 619 pension plans, premiums were 
received under only 2 plans during the 1991/92 
fiscal year. 


Mortality Experience 
During the 1991/92 fiscal year, 7,051 annuities 
in payment (4,433 group certificates and 2,618 
individual contracts) were either terminated or 
adjusted as a result of annuitant deaths, as com- 
pared with 6,814 in the previous year. 

Male annuitants held 5,113 of those terminat- 
ed or adjusted annuities. Female annuitants held 
1,938. The average age of death for male an- 
nuitants was 79.1, up 0.4 from the previous fis- 
cal year. Female annuitants averaged 84.6 years 
of age at death, down 0.1 from the previous 
year. 

An amount of $21.1 million of reserve for an- 
nuities in payment was released as a result of 
annuitant death. Of this amount, $17.0 million 
resulted from the complete termination of an- 
nuities; the remaining $4.1 million emerged 
from the consequential reduction in the reserve 
factors (after the annuitants’ deaths) for annui- 
ties with a guaranteed period and annuities with 
joint and last survivor provisions. 


Centenarians 


Fifty annuitants became centenarians during the 
fiscal year, leading to a total number of 134 cen- 
tenarians as of March 31, 1992, a net increase 
of seven from the previous year-end. Ninety- 
nine centenarians were female, an increase of 
thirteen from last year, and thirty-five were 
male, a decrease of six. The oldest annuitant, 
a female, was 109 years old. 


Financial Statement 
Total income amounted to $56.9 million, a 
decrease of $2.9 million from the previous fis- 
cal year. Interest credited to the Account at the 
statutory rate of 7 per cent again accounted for 
almost all of this income, at $56.6 million. 
Premiums received totalled only $233,638, with 
$230,796 received under individual contracts 
and $2,842 representing employer and employee 
contributions under group contracts. 

Total disbursements of $97.1 million were 
$2.4 million less than in the previous fiscal year. 
Payments under matured annuities decreased by 
$2.4 million to a total of $95.1 million. Other 
disbursements of $2.0 million included $1.6 mil- 
lion for refunds of premiums and $0.4 million 
for unclaimed annuties transferred to the Con- 
solidated Revenue Fund. 

Total disbursements for the year exceeded to- 
tal income by $40.3 million. This reduced the 
opening balance of $862.0 million held in the 
Account at March 31, 1991, to a balance of 
$821.7 million at March 31, 1992. However, the 
actuarial reserves required as of that date were 
calculated to be only $819.1 million. The excess 
balance of $2.7 million could therefore be 
released to the Consolidated Revenue Fund as 
an actuarial surplus arising from operations over 
the 1991/92 fiscal year. 

In other words, this portion of accumulated 
funds was no longer required to cover the 
government’s future obligations under the 
program. 


Actuarial Certificate of annuity contracts issued under the Govern- 
ment Annuities Act. His certificate is attached 
to the financial statements, the valuation sum- 


mary being shown below. 


The Chief Actuary has made the valuation of 
actuarial liabilities on March 31, 1992 in respect 


Valuation of government annuities 
as of March 31, 1992 


Classification Number Amount Actuarial 
of Annuity Reserve 

$ an: 
Matured: (in payment) 
Males, ordinary 56,409 36,317,622 218,554,925 
Females, ordinary 30,444 15,248,713 94,793,594 
Males, guaranteed 33,266 24,669,703 218,217,399 
Females, guaranteed ACA AY 4,469,458 43,386,772 
Reducing at OAS eligibility 2,647 4,836,634 16,957,319 
Last survivor ordinary 7,306 5,190,319 49,648,427 
Certain 3,073 2,495,919 7,629,863 
Temporary 182 51,668 150,904 
Cheques due on suspended payments - - 66,022 
Total Matured 140,598 93,280,036 649,405,225 
Deferred: (not yet in payment) 
Males, ordinary 798 553,624 3,528,933 
Females, ordinary 418 220,297 1,646,635 
Males, guaranteed 25,306 20,1602-160 139,585,249 
Females, guaranteed 4,063 2,190,576 21,347,069 
Males, last survivor 94 107,719 1,050,871 
Females, last survivor 2 273 1,703 
Refunds in process 41 =~ 203,989 
Other refunds in process 53 = 233,361 
Suspense accounts oe = 2,049,894 
Total Deferred 30,775 23,834,652 169,647,704 
Total 171,373 117,114,688 : 819,052,929 


Appendix 


Maturity Schedule of Deferred Contracts & Certificates 


Deferred Deferred 

Individual Group Pension 

Contracts Certificates 
Before April 1, 1992 _ ; 240. 326 
1992-1993 TSG 2,129 
1993-1994 anu ; 995 2,019 | 
1994-1995 “ iio eae 851 a 1,935 
1990-1995 = 3,202 — 6,409 © 
1995-1996 : eee Oe 4 1,825") 
1996-1997 a 698 1,693 
1997-1998 i 595 F _ |, O2dne 
1998-1999 ; 501 1,466 
1999-2000 : i — 466 2 1,467 
1995-2000 ‘ 3,063. 8,072 
2000-2001 [ 462, me el: 
2001-2002 : oe 3S2. aon I SZ 
2002-2003 J hs 370 1,029 _ 
2003-2004 28R ae ; 835 
2004-2005 : : 250 661 
2000-2005 : 1,746 4,965, 
2005-2010 964 1,151 
2010-2015 | ; ple So 29k ireress) 
2015-2020 : Ast: _72fo waves 
After March 31, 2020 107. 8 
Total 9,886 20,889 
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Report to the 
Minister of Employment and Immigration 
on the audit of the 
financial statements of the 
GOVERNMENT ANNUITIES ACCOUNT 
for the year ended 31 March 1992 


AUDITOR GENERAL OF CANADA VERIFICATEUR GENERAL DU CANADA 


AUDITOR’S REPORT 


To the Minister of Employment and Immigration 


I have audited the balance sheet of the Government Annuities Account as at 
31 March 1992 and the statements of operations and actuarial liabilities and changes in 
financial position for the year then ended. These financial statements are the responsibility 
of the Account’s management. My responsibility is to express an opinion on these financial 
statements based on my audit. 


I conducted my audit in accordance with generally accepted auditing 
~ standards. Those standards require that I plan and perform an audit to obtain reasonable 
assurance whether the financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial 
statement presentation. 


In my opinion, these financial statements present fairly, in all material 
respects, the financial position of the Account as at 31 March 1992 and the results of its 
operations and the changes in its financial position for the year then ended in accordance 
with generally accepted accounting principles. 


Further, in my opinion, the transactions of the Account that have come to 
my notice during my examination of the financial statements have, in all significant 
respects, been in accordance with section 15 of the Government Annuities Act, section 15 
of the Government Annuities Improvement Act, and the Regulations. 


Raymond Dubois, FCA 

Deputy Auditor General 

for the Auditor General of Canada 
Ottawa, Canada 
17 July 1992 


REPORT OF THE VALUATION ACTUARY 


I have made the valuation of the actuarial liabilities as at 31 March 1992 in respect of 
annuity contracts issued under the Government Annuities Act, the accrued interest due 
from Canada on its actuarial liabilities for the year ended 31 March 1992 and the actuarial 
surplus due to Canada at the end of that year, for purposes of the balance sheet of the 
Government Annuities Account, its statements of operations and actuarial liabilities and 
changes in financial position for the year then ended. 


In my opinion, (i) the valuation conforms to the Recommendations for Life Insurance 
Company Financial Reporting of the Canadian Institute of Actuaries; (ii) the amount of 
actuarial liabilities constitutes a proper provision on account of future payments under 
annuity contracts, as calculated in accordance with subsection 15(1) of the Government 
Annuities Improvement Act and Regulations pertaining thereto; (iii) the amount of actuarial 
liabilities has been determined from reliable data, based on adequate and appropriate 
assumptions and in accordance with generally accepted actuarial principles. The results of 
the valuation are fairly shown in the financial statements. 


yo RO 


Michel Bédard 
Fellow of the Canadian Institute of Actuaries 


GOVERNMENT ANNUITIES ACCOUNT 


Balance Sheet 
as at 31 March 1992 


ASSETS 
1992 1991 
(in thousands of dollars) 
Deposit with Receiver General for Canada $ 764,981 $ 804,952 
Accrued interest due from Canada 56,554 59,453 
Accounts receivable 197 133 
$821,732 $864,538 
LIABILITIES 
Actuarial surplus due to Canada $ 2,679 $ 2,549 
Actuarial liabilities (Note 3) 819,053 861,989 


$821,732 $864,538 


Approved by the Canada Employment and Immigration Commission: 


Chairm 


ne 


Executive Director 
Finance and Administration 


GOVERNMENT ANNUITIES ACCOUNT 


Statement of Operations and Actuarial Liabilities 


for the year ended 31 March 1992 


Payments and other charges 
Annuity payments 


Premium refunds 
Unclaimed annuities 


Income 
Interest from Canada 


Premiums 
Other 


Excess of payments and other charges over 
income for the year 


Actuarial liabilities, balance at beginning 
of the year 


Actuarial surplus 


Actuarial liabilities, balance at end of 
the year (Note 3) 


Actuarial liabilities are comprised of: 


Unmatured annuities, accumulated 
premiums and accrued interest 


Matured annuities, present value 


1997 


199] 


(in thousands of dollars) 


$ 95,124 
1,558 
433 


OTSIS 


56,554 
239 
pearance 


56,858 


40,257 


861,989 


821,732 


2,679 


$819,053 


$ 169,648 


649.405 


$819,053 


$ 97,500 
1,688 
348 


99,536 


59,453 
218 
eves 16: 


59,747 


39,789 


204,327 


864,538 


2,549 


$861,989 


$195,153 
666,836 


$861,989 


GOVERNMENT ANNUITIES ACCOUNT 


Statement of Changes in Financial Position 
for the year ended 31 March 1992 


Funds were used for: 
Operations 


Excess of payments and other charges 
over income for the year 


Decrease in accrued interest and accounts receivable 


Actuarial surplus remitted to Consolidated 
Revenue Fund 


Total funds used 


Deposit with Receiver General for Canada, 
balance at beginning of the year 


Deposit with Receiver General for Canada, 
balance at end of the year 


199 1991 
(in thousands of dollars) 


Le) 


$ 40,257 $ 39,789 


(2,835) (2.822) 


37,422 36,967 
2,549 2:03 
39,971 39,480 


804,952 844.432 


$764,981 $804,952 


GOVERNMENT ANNUITIES ACCOUNT 


Notes to Financial Statements 
31 March 1992 


Authority and purpose 


The Government Annuities Account was established in 1908 by the 
Government Annuities Act, (the "Act"), as modified by the Government Annuities 
Improvement Act (the "Improvement Act"). 


The purpose of the Act was to assist individuals and groups of Canadians to 
provide for their later years by purchasing Government annuities. The 
Improvement Act increased the rate of return on Government annuity contracts to a 
rate of seven percent, increased their flexibility and discontinued future sales. 


The Account is administered by the Canada Employment and Immigration 
Commission and operates through the Consolidated Revenue Fund. 


Significant accounting policies 
(a) Basis of accounting 


The accounts of the Government Annuities Account are maintained on an 
accrual basis. 


(b) Actuarial liabilities 


Actuarial liabilities comprise: (i) in respect of unmatured annuities, 
accumulated premiums and accrued interest, and (ii) in respect of matured 
annuities, the present value of such annuities actuarially determined on the 
basis of such rate or rates of interest and mortality tables as is prescribed. 


(c) Actuarial surplus 
At the end of any fiscal year, the recorded amount of actuarial liabilities 
may be different than the calculated amount of actuarial liabilities. The 
difference represents an actuarial surplus or deficit which is remitted to or 
recovered from the Consolidated Revenue Fund. 


(d) Interest from Canada 


Interest from Canada is calculated on actuarial liabilities as prescribed by the 
Improvement Act. 


(e) Unclaimed annuities 
Unclaimed annuities represent amounts transferred to the Consolidated 
Revenue Fund in respect of annuities that could not be paid because the 
annuitants could not be located. 

(f) Services provided without charge 
The Account does not record the value of administrative services it receives 


without charge from the Canada Employment and Immigration Commission 
and other Government entities. 


Actuarial liabilities 


The method utilized to calculate the actuarial liabilities of $819,053,000 
(1991 - $861,989,000) is in accordance with subsection 15(1) of the Government 
Annuities Improvement Act and the Regulations pertaining thereto. 


The Government Annuities Regulations provide that the Mortality Tables to 
be used in determining the values of annuities shall be the Annuity Tables for 1949 
modified by Projection Scale C. 


The Commission undertakes an annual review of mortality experience to 
monitor the appropriateness of the mortality tables for valuation purposes. The 
results of the last study, completed in March 1992, indicate that the mortality tables 
in use continue to be appropriate for such purposes. 


Respective roles of the valuation actuary and of the auditor 


In accordance with the Joint Policy Statement of the Canadian Institute of 
Chartered Accountants and the Canadian Institute of Actuaries, dated March, 1991, 
it is appropriate to include a description of the respective roles of the actuary and of 
the auditor with the financial statements. Their respective roles are as follows: 


(a) The actuary, being in this case the Chief Actuary employed by the Canada 
Employment and Immigration Commission, determines and reports on the 
amount of actuarial liabilities for annuity contracts issued under the 
Government Annuities Act, as shown in the financial statements. This 
valuation is conducted in accordance with the Recommendations for Life 
Insurance Company Financial Reporting of the Canadian Institute of 
Actuaries. The Chief Actuary also determines that the method utilized to 
calculate the actuarial liabilities is in accordance with subsection 15(1) of the 
Government Annuities Improvement Act and the Regulations pertaining 
thereto. 


(b) The auditor expresses an opinion on the fairness of financial statements 
prepared by management. The audit is conducted in accordance with 
generally accepted auditing standards issued by the Canadian Institute of 
Chartered Accountants. 
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ba 8 Government Gouvernement 
of Canada du Canada 


The Honourable Lloyd Axworthy, P.C., M.P. 
Minister of Human Resources Development 
Ottawa, Ontario 

Dear Minister: 

On behalf of the Canada Employment and Immigration 
Commission, I have the honour to submit for the information 
of Parliament the Annual Report on Government Annuities, 
covering the period from April 1, 1992 to March 31, 1993. 


This report is prepared in compliance with 
section 18 of the Government Annuities Improvement Act. 


Sincerely, 


FAL ME aly 


Deputy Minister 
Human Resources Development 
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History 


The Government Annuities Act, a milestone 
in Canadian legislation, came into force on 
September 1, 1908. It provided for the sale of 
deferred and immediate annuities to Canadians, 
either individually or under the terms of an 
employer pension plan, thereby encouraging 
Canadians to provide for their later years. 

By the 1960’s, social security programs, such 
as Old Age Security, Guaranteed Income Sup- 
plement and the Canada and Québec Pension 
Plans had been introduced and were gaining 
importance in providing Canadians with basic 
retirement income. This development, coupled 
with the increasing attractiveness of private 
pension plans, led to a steady decline in the sale 
of government annuities and brought about the 
Government’s decision to disband the sales force 
in 1967. 

Increasing interest rates, resulting from infla- 
tionary pressures in the 1970’s, led the govern- 
ment to bring up the rate of return on annuities 
closer to the rates available in the private sector. 
Until then, the average rate of interest had been 
about 4 per cent. The Government Annuities 
Improvement Act of December, 1975 increased 
the annual interest rate to 7 per cent on all 
annuities. For deferred annuities, funds on 
deposit were to grow at 7 per cent interest from 
April 1, 1975. Annuities already in payment 
on that date or reaching maturity later were 
enriched by a percentage increase related to the 
contractual rate of interest. These increases 
averaged about 22 per cent and ranged from 
10 per cent for contracts with an interest rate 
of 5'/, per cent, to 32 per cent for contracts with 
m= tate of 3 per cent. 

The Improvement Act formally ended the sale 
of government annuities and allowed the maxi- 
mum annuity of $1,200 to be exceeded in order 
to accommodate annuity increases resulting 
from the higher rate of return. 


Workload Statistics 


The Annuities Branch, with a staff of 52 people 
in Bathurst, N.B., continues to administer 
163,700 government annuity contracts. Since 
1908, about 553,000 individual contracts and 
group certificates have been issued. The majori- 
ty of these (namely 389,300) have since then 
expired, terminated or otherwise been refunded 
by the Annuities Branch. 

As of March 31, 1993, there were slightly less 
than 137,600 annuities in payment; these were 
held by over 124,000 annuitants who received 
approximately 1.4 million cheques. The average 
annual annuity was $661.88. There were also 
26,095 deferred annuities; a schedule of dates 
at which payment is slated to start under these 
deferred annuities is provided in the Appendix. 

During the 1992/93 fiscal year, 3,838 deferred 
annuities started to be paid compared to 4,328 
during the previous fiscal year. Another 889 
deferred contracts were terminated at or before 
maturity because of death, small refunds or 
unclaimed funds. 

The Annuities Branch underwrote 1,935 
group pension plans over the years, of which 
1,317 have been formally discontinued. Of the 
remaining 618 pension plans, premiums were 
received under only | plan during the 1992/93 
fiscal year. 


Mortality Experience 


During the 1992/93 fiscal year, 6,967 annuities 
in payment (4,454 group certificates and 2,513 
individual contracts) were either terminated or 
adjusted as a result of annuitant deaths, as com- 
pared with 7,051 in the previous fiscal year. 

Male annuitants held 5,059 of those terminat- 
ed or adjusted annuities. Female annuitants held 
1,908. The average age of death for male an- 
nuitants was 79.4, up 0.3 from the previous fis- 
cal year. Female annuitants averaged 85.1 years 
of age at death, up 0.5 from the previous fiscal 
year. 

An amount of $22.3 million of reserve for an- 
nuities in payment was released as a result of 
annuitant death. Of this amount, $16.8 million 
resulted from the complete termination of an- 
nuities; the remaining $5.5 million emerged 
from the consequential reduction in the reserve 
factors (after the annuitants’ deaths) for annui- 
ties with a guaranteed period and annuities with 
joint and last survivor provisions. 


Centenarians 


Forty-four annuitants became centenarians 
during the fiscal year, leading to a total number 
of 137 centenarians as of March 31, 1993, a net 
increase of three from the previous year-end. 
One hundred and two centenarians were female, 
an increase of three from the previous fiscal 
year, and thirty-five were male, same as in the 
last fiscal year. The oldest annuitant, a female, 
was 110 years old. 


Financial Statement 


Total income amounted to $54.0 million, a 
decrease of $2.9 million from the previous fiscal 
year. Interest credited to the Account at the 
statutory rate of 7 per cent accounted, once 
again, for almost all of this income, at $53.7 
million. Premiums received totalled only 
$208,235, with $207,899 received under indi- 
vidual contracts and $336 representing employer 
and employee contributions under group con- 
tracts. 

Total disbursements of $94.5 million were 
$2.6 million less than in the previous fiscal year. 
Payments under matured annuities decreased by 
$2.5 million to a total of $92.7 million. Of the 
remaining $1.8 million, $1.2 million was used 
to refund premiums and $0.6 million was trans- 
ferred to the Consolidated Revenue Fund on 
account of unclaimed annuities. | 

During the 1992/93 fiscal year, total disburse- 
ments exceeded total income by $40.5 million. 
This reduced the opening balance of $819.1 
million held in the Account to a balance of 
$778.6 million at March 31, 1993. However, the 
actuarial reserves required as of that date were 
calculated to be only $776.8 million. The excess 
balance of $1.8 million could therefore be 
released to the Consolidated Revenue Fund as 
an actuarial surplus arising from operations over 
the 1992/93 fiscal year. 

In other words, this portion of accumulated 
funds was no longer required to cover the 
government’s future obligations under the 
program. 


of annuity contracts issued under the Govern- 
ment Annuities Act. His certificate is attached 
to the financial statements, the valuation sum- 
mary being shown below. 


Actuarial Certificate 


The Chief Actuary has made the valuation of 
actuarial liabilities on March 31, 1993 in respect 


Valuation of government annuities 
as of March 31, 1993 


Classification Number Amount Actuarial 
of Annuity Reserve 

$ $ 
Matured: (under payment) 
Males, ordinary 56,934 36,534,398 dt Waters oy Pat ie ho 
Females, ordinary 29,845 14,928,667 91,856,112 
Males, guaranteed 315131 Zoot aso 205,802,857 
Females, guaranteed 6,644 4,185,628 40,392,081 
Reducing at OAS eligibility 2,349 4,287,895 TE MB277121 
Last survivor ordinary 7,497 5:274;830 50°238: 967 
Certain 3,034 2,441,005 7,650,376 
Temporary Wars 54,936 162,189 
Cheques due on suspended payments - - 70,050 
Total Matured 137 ,611 91,082,279 629,722,688 
Deferred: (not yet under payment) 
Males, ordinary 650 462,458 2,995,509 
Females, ordinary 354 204274 7, WS 7677217 
Males, guaranteed 21 :340 16,995,824 119,773,965 
Females, guaranteed 3,538 2,481,803 19,060,872 
Males, last survivor 100 121,953 12D OOo 
Females, last survivor 4 6,708 86,467 
Refunds in process 68 - 269,867 
Other refunds in process 41 - 159,308 
Suspense accounts - _ t-OZ2o OSS 
Total Deferred 26,095 20,273,468 147,026,807 
Grand Total 163,706 111,355,742 776,749,495 


4 Appendix 


Maturity Schedule of Deferred Contracts & Certificates 


Deferred Deferred 

Individual Group Pension 

Contracts Certificates Total 
Before April 1, 1993 245 315 560 
1993-1994 976 2,010 2,986 
1994-1995 846 1,799 2,645 
1990-1995 2,067 4,124 6,191 
1995-1996 789 1,652 2,441 
1996-1997 686 17534 2,217 
1997-1998 589 1,436 2,025 
1998-1999 5O2 33S 1,833 
1999-2000 460 1,296 1; 754 
1995-2000 3,026 7,248 10,274 
2000-2001 461 1,191 1,652 
2001-2002 376 1,040 1,416 
2002-2003 367 920 1,287 
2003-2004 Zi 808 1,085 
2004-2005 ASS 649 900 
2000-2005 1,732 4,608 6,340 
2005-2010 958 1,136 2,094 
2010-2015 526 237 763° 
2015-2020 272 47 319 


After March 31, 2020 106 8 114 
Total 8,687 17,408 26,095. 


Report to the 
Minister of Employment and Immigration 
on the audit of the 
financial statements of the 


GOVERNMENT ANNUITIES ACCOUNT 
for the year ended 31 March 1993 


AUDITOR’S REPORT 
To the Minister of Employment and Immigration 


I have audited the balance sheet of the Government Annuities Account as at 31 March 1993 and the statements 
of operations and actuarial liabilities and changes in financial position for the year then ended. These financial 
statements are the responsibility of the Account’s management. My responsability is to express an opinion on 

these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted auditing standards. Those standards require that I 
plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in 
the financial statements. An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in all material respects, the financial position of the 
Account as at 31 March 1993 and the results of its operations and the changes in its financial position for the 
year then ended in accordance with generally accepted accounting principles. 


Further, in my opinion, the transactions of the Account that have come to my notice during my audit of the 
financial statements have, in all significant respects, been in accordance with the Government Annuities Act, the 
Government Annuities Improvement Act and the regulations. 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
23 July 1993 


REPORT OF THE ACTUARY 


I have valued the actuarial liabilities in the balance sheet of the Government Annuities Account at March 31, 
1993 and their decrease in the Account’s statement of operations for the year then ended, in accordance with 
accepted actuarial practice. 


In my opinion, the evaluation is appropriate and the financial statements fairly present its results. 


Jaf Go 


Michel Bédard 

Fellow of the Canadian Institute of Actuaries 
Chief Actuary 

Employment and Immigration Canada 


Hull, Canada 
23 July 1993 


VERNME T 


Balance Sheet 


as at 31 March 1993 
ASSETS 
1993 1992 

(in thousands of dollars) 
Deposit with Receiver General for Canada $724,751 $764,981 
Accrued interest due from Canada 53,683 56,554 
Accounts receivable 148 197 

$778,582 $821,732 

LIABILITIES 

Actuarial surplus due to Canada $1,832 $ 2,679 
Actuarial liabilities (Note 3) 776,750 19,053 


$778,582 $821,732 


Approved by the Canada Employment and Immigration Commission: 


hairperson 


Financial & Administrative Services 


VERNMENT ANNUITIES A 


UNT 


Statement of Operations and Actuarial Liabilities 


for the year ended 31 March 1993 


Payments and other charges 
Annuity payments 


Premium refunds 
Unclaimed annuities 


Income 
Interest from Canada 


Premiums 
Other 


Excess of payments and other charges over 
income for the year 


Actuarial liabilities, balance at beginning 
of the year 


Actuarial surplus 


Actuarial liabilities, balance at end of 
the year (Note 3) 


Actuarial liabilities are comprised of: 


Unmatured annuities, accumulated 
premiums and accrued interest 


Matured annuities, present value 


1993 


1992 


(in thousands of dollars) 


$ 92,652 
1,164 
636 


94.452 


53,683 
208 
90 


53,981 


40,471 


—819,053 


778,582 


1,832 


$ 776,750 


$ 147,027 


629,723 


$ 776,750 


$ 95,124 
1,558 
433 


97,115 


56,554 
233 
71 


56,858 


40,257 


861,989 


821,732 


2,679 


$ 819,053 


$ 169,648 


649,405 


$ 819,053 


VERNMENT ANNUITIES A 


Statement of Changes in Financial Position 
for the year ended 31 March 1993 


Funds were used for: 
Operations 


Excess of payments and other charges 
over income for the year 


Decrease in accrued interest and accounts receivable 


Actuarial surplus remitted to Consolidated 
Revenue Fund 


Total funds used 


Deposit with Receiver General for Canada, 
balance at beginning of the year 


Deposit with Receiver General for Canada, 
balance at end of the year 


1993 


1992 


(in thousands of dollars) 


$ 40,471 


(2,920) 


37,551 


2,679 


40,230 


764,981 


724,751 


$ 40,257 
2,835 


37,422 


2,549 


39,971 


804,952 


764,981 


GOVERNMENT ANNUITIES ACCOUNT 


Notes to Financial Statements 


31 March 1993 


Authority and purpose 


The Government Annuities Account was established in 1908 by the Government 


Annuities Act, (the "Act"), as modified by the Government Annuities Improvement Act (the 
“Improvement Act’). 


The purpose of the Act was to assist individuals and groups of Canadians to provide 


for their later years by purchasing Government annuities. The Improvement Act increased 
the rate of return on Government annuity contracts to a rate of seven percent, increased their 
flexibility and discontinued future sales. 


The Account is administered by the Canada Employment and Immigration 


Commission and operates through the Consolidated Revenue Fund. 


Significant accounting policies 


(a) 


(b) 


(c) 


(d) 


(e) 


(f) 


Basis of accounting 


The accounts of the Government Annuities Account are maintained on an accrual 
basis. 


Actuarial liabilities 


Actuarial liabilities comprise: (i) in respect of unmatured annuities, accumulated 
premiums and accrued interest, and (ii) in respect of matured annuities, the present 
value of such annuities actuarially determined on the basis of such rate or rates of 
interest and mortality tables as is prescribed. 


Actuarial surplus 

At the end of any fiscal year, the recorded amount of actuarial liabilities may be 
different than the calculated amount of actuarial liabilities. The difference represents 
an actuarial surplus or deficit which is remitted to or recovered from the Consolidated 
Revenue Fund. 

Interest from Canada 


Interest from Canada is calculated on actuarial liabilities as prescribed by the 
Improvement Act. 


Unclaimed annuities 

Unclaimed annuities represent amounts transferred to the Consolidated Revenue 
Fund in respect of annuities that could not be paid because the annuitants could not 
be located. 

Services provided without charge 

The Account does not record the value of administrative services it receives without 


charge from the Canada Employment and Immigration Commission and other 
Government entities. 


Actuarial liabiliti 


The method utilized to calculate the actuarial liabilities of $776,750,000 (1992 - 
$819,053,000) is in accordance with subsection 15(1) of the Government Annuities 
Improvement Act and the regulations pertaining thereto. 


The Government Annuities Regulations provide that the Mortality Tables to be used 
in determining the values of annuities shall be the Annuity Tables for 1949 modified by 
Projection Scale C. 


The Commission undertakes an annual review of mortality experience to monitor the 
appropriateness of the mortality tables for valuation purposes. The results of the last study, 
completed in March 1993, indicate that the mortality tables in use continue to be appropriate 
for such purposes. 


Respective roles of the valuation actuary and of the auditor 


In accordance with the Joint Policy Statement of the Canadian Institute of Chartered 
Accountants and the Canadian Institute of Actuaries, dated March 1991, it is appropriate to 
include a description of the respective roles of the actuary and of the auditor with the 
financial statements. Their respective roles are as follows: 


(a) The actuary, being in this case the Chief Actuary employed by the Canada 
Employment and Immigration Commission, determines and reports on the amount 
of actuarial liabilities for annuity contracts issued under the Government Annuities 
Act, as shown in the financial statements. This valuation is conducted in accordance 
with the Recommendations for Life Insurance Company Financial Reporting of the 
Canadian Institute of Actuaries. The Chief Actuary also determines that the method 
utilized to calculate the actuarial liabilities is in accordance with subsection 15(1) of 
the Government Annuities Improvement Act and the regulations pertaining thereto. 


(b) The auditor expresses an opinion on the fairness of financial statements prepared by 
management. The audit is conducted in accordance with generally accepted 
auditing standards issued by the Canadian Institute of Chartered Accountants. 
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Annuities 
Annual Report 


1993-1994 


pw Human Resources Développement des 
Development Canada _—s ressources humaines Canada Your file Votre référence 


Our file Notre reference 


The Honourable Lloyd Axworthy;, P.Cc.,; M.-P. 
Minister of Human Resources Development 
Ottawa, Ontario 


Dear Minister: 

On behalf of the Canada Employment and Immigration 
Commission, I have the honour to submit for the information 
of Parliament the Annual Report on Government Annuities, 


covering =the period from April VT; 19938"to March’ 317 °1994. 


This report is prepared in compliance with 
section 18 of the Government Annuities Improvement Act. 


Sincerely, 


Jeanne Noreau 


Deputy Minister 
Human Resources Development 
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History 


The Government Annuities Act, a milestone in 
Canadian legislation, came into force on 
September 1, 1908. It provided for the sale of 
deferred and immediate annuities to Canadians, 
either individually or under the terms of an 
employer pension plan, thereby encouraging 
Canadians to provide for their later years. 

By the 1960’s, social security programs, such 
as Old Age Security, Guaranteed Income 
Supplement and the Canada and Québec Pension 
Plans had been introduced and were gaining 
importance in providing Canadians with basic 
retirement income. This development, coupled 
with the increasing attractiveness of private pen- 
sion plans, led to a steady decline in the sale of 
government annuities and brought about the 
Government’s decision to disband the sales force 
in 1967. 

Increasing interest rates, resulting from infla- 
tionary pressures in the 1970’s, led the govern- 
ment to bring up the rate of return on annuities 
closer to the rates available in the private sector. 
Until then, the average rate of interest had been 
about 4 per cent. The Government Annuities 
Improvement Act of December, 1975 increased 
the annual interest rate to 7 per cent on all 
annuities. 

The Improvement Act formally ended the sale 
of government annuities and allowed the maxi- 
mum annuity of $1,200 to be exceeded in order 
to accommodate annuity increases resulting from 
the higher rate of return. 


Workload Statistics 


The Annuities Branch, with a staff of 51 people 
in Bathurst, N.B., continues to administer 
156,200 government annuity contracts. Since 
1908, about 553,000 individual contracts and 
group certificates have been issued. The majority 
of these (namely 396,800) have since then 
expired, terminated or otherwise been refunded 
by the Annuities Branch. 

As of March 31, 1994, there were slightly 
more than 134,100 annuities in payment; these 
were held by over 121,140 annuitants. The total 
number of cheques issued during the fiscal year 
was approximately 1.365 million. The average 
annual amount received by each annuitant was 
$732.66. There were also 22,041 deferred annu- 
ities; a schedule of dates at which payment is 
slated to start under these deferred annuities is 
provided in the Appendix. 

During the 1993/94 fiscal year, 3,304 deferred 
annuities started to be paid compared to 3,838 
during the previous fiscal year. Another 794 
deferred contracts were terminated at or before 
maturity because of death, small refunds or 
unclaimed funds. 

The Annuities Branch underwrote 1,935 group 
pension plans over the years, of which 1,319 
have been formally discontinued. Of the remain- 
ing 616 pension plans, premiums were received 
under only | plan during the 1993/94 fiscal year. 


Mortality Experience 


During the 1993/94 fiscal year, 6,938 annuities in 
payment (4,499 group certificates and 2,439 indi- 


vidual contracts) were either terminated or 
adjusted as a result of annuitant deaths, as com- 
pared with 6,967 in the previous fiscal year. 

Male annuitants held 5,074 of those terminated 
or adjusted annuities. Female annuitants held 
1,864. The average age of death for male annui- 
tants was 79.7, up 0.3 from the previous fiscal 
year. Female annuitants averaged 85.3 years of 
age at death, up 0.2 from the previous fiscal year. 

An amount of $20.3 million of reserve for 
annuities in payment was released as a result of 
annuitant death. Of this amount, $16.6 million 
resulted from the complete termination of annu- 
ities; the remaining $3.7 million emerged from 
the consequential reduction in the reserve factors 
(after the annuitants’ deaths) for annuities with a 
guaranteed period and annuities with joint and 
last survivor provisions. 


Centenarians 


Fifty annuitants became centenarians during the 
fiscal year, leading to a total number of 129 cen- 
tenarians as of March 31, 1994, a decrease of 
eight from the previous year-end. One hundred 
and two centenarians were female, the same as 
last year, and twenty-seven were male, a net 
decrease of eight from last year. The oldest 
annuitant, a female, was 111 years old. 


Financial Statement 


Total income amounted to $51.2 million, a 
decrease of $2.8 million from the previous fiscal 
year. Interest credited to the Account at the statu- 
tory rate of 7% accounted, once again, for almost 
all of this income, at $50.8 million. Premiums 
received totalled only $277,064, with $276,762 
received under individual contracts and $302 rep- 
resenting employer and employee contributions 
under group contracts. 

Total disbursements of $92.1 million were $2.4 
million less than in the previous fiscal year. 
Payments under matured annuities decreased by 
$2.4 million to a total of $90.3 million. Of the 
remaining $1.8 million, $1.1 million was used to 
refund premiums and $0.7 million was trans- 
ferred to the Consolidated Revenue Fund on 
account of unclaimed annuities. 

During the 1993/94 fiscal year, total disburse- 
ments exceeded total income by $40.9 million. 
This reduced the opening balance of $776.8 million 
held in the Account to a balance of $735.9 million 
at March 31, 1994. However, the actuarial 
reserves required as of that date were calculated 
to be only $734.0 million. The excess balance of 
$1.9 million could therefore be released to the 
Consolidated Revenue Fund as an actuarial 
surplus arising from operations over the 1993/94 
fiscal year. 

In other words, this portion of accumulated 
funds was no longer required to cover the 
government’s future obligations under the 
program. 


Actuarial Certificate 


The Chief Actuary has made the valuation of 
actuarial liabilities on March 31, 1994 in respect 


Valuation of government annuities as of March 31, 1994 


of annuity contracts issued under the Government 


Annuities Act. 


His certificate is attached to the 
financial statements, the valuation summary 
being shown below. 


Actuarial 
Reserve 


214,631,157 
89,176,765 
194,708,971 
37,662,011 
13,661,417 
50,159,575 
7,673,946 
144,237 
77,375 


607,895,454 


2,361,293 
1,373,926 
102,472,356 
16,748,499 
996,000 
1,949 
134,144 
115,115 
1,854,062 


126,057,344 


Classification Number Amount 
of 
Annuity 

$ 
Matured: (under payment) 
Males, ordinary 56,698 36 ,310,395 
Females, ordinary 29,286 14,648,367 
Males, guaranteed 29,311 22,211,150 
Females, guaranteed 6,041 3,918,723 
Reducing at OAS eligibility 2,099 3,879, 901 
Last survivor ordinary 7,540 5,314,915 
Certain 3,006 2,421,563 
Temporary hewe 49,833 
Cheques due on suspended payments 0 0 
Total Matured 134,138 88,754,847 
Deffered: (not yet under payment) 
Males, ordinary S22 366,362 
Females, ordinary 291 178,703 
Males, guaranteed 18,012 14,324,690 
Females, guaranteed 3,073 2,192,786 
Males, last survivor 81 95,768 
Females, last survivor 2 273 
Refunds in process 27 0 
Other refunds in process 33 0 
Suspense accounts 0 0 
Total Deferred 22,041 17,158,582 
Grand Total 156,179 105,913,429 


733,952,798 


Maturity Schedule of Deferred Contracts & Certificates 


Appendix 


Deferred Deferred 

Individual Group Pension 

Contracts Certificates Total 
Before April 1, 1994 168 261 429 
1994 — 1995 821 1,782 2,603 
Prior & 1994 — 1995 989 2,043 3,032 
1995 — 1996 780 1,569 2,349 
1996 — 1997 678 1,429 2,107 
1997 — 1998 580 1,348 1,928 
1998 — 1999 502 1,214 1,716 
1999 — 2000 453 1,199 Tone 
1995 — 2000 2,993 6,759 9,752 
2000 — 2001 458 1,098 12556 
2001 — 2002 SF 975 1,346 
2002 — 2003 367 869 1,236 
2003 — 2004 276 718 994 
2004 — 2005 249 634 883 
2000 — 2005 1,721 4,294 6,015 
2005 — 2010 951 1,104 2,055 
2010 — 2015 524 234 758 
2015 — 2020 269 49 318 
After March 31, 2020 103 8 111 
Total 7, 550 14, 491 22,041 


GOVERNMENT ANNUITIES ACCOUNT 


Financial Statements 


31 March 1994 


MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL REPORTING 


The accompanying financial statements have been prepared by the Account’s management in 
accordance with generally accepted accounting principles consistently applied. Management is 
responsible for the integrity and objectivity of the information in the financial statements. 


In discharging its responsibility for the integrity and fairness of the financial statements, management 
maintains financial and management control systems and practices designed to provide reasonable 
assurance that transactions comply with relevant authorities, assets are safeguarded and proper 
records are maintained. 


The Account’s management recognizes the responsibility of conducting its affairs in compliance with 
the Government Annuities Act, Government Annuities Improvement Act and regulations. 


The Commission oversees management's responsibilities for maintaining adequate control systems 
and the quality of financial reporting. The financial statements have been reviewed and approved 
by the Commission. 


The independent auditor, the Auditor General of Canada, is responsible for auditing the transactions 
and financial statements of the Account and for issuing his report thereon. 


4 Chairperson 


jx Financial & Administrative Services 


AUDITOR’S REPORT 
To the Minister Designate of Human Resources Development 


| have audited the balance sheet of the Government Annuities Account as at 31 March 1994 and the 
statements of operations and actuarial liabilities and changes in financial position for the year then 
ended. These financial statements are the responsibility of the Accounts management. My 
responsibility is to express an opinion on these financial statements based on my audit. 


| conducted my audit in accordance with generally accepted auditing standards. Those standards 
require that | plan and perform an audit to obtain reasonable assurance whether the financial 
Statements are free of material misstatement. An audit includes examining, on atest basis, evidence 
Supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well 
as evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in all material respects, the financial position 
of the Account as at 31 March 1994 and the results of its operations and the changes in its financial 
position for the year then ended in accordance with generally accepted accounting principles. 


Further, in my opinion, the transactions of the Account that have come to my notice during my audit 
of the financial statements have, in all significant respects, been in accordance with the Government 
Annuities Act, the Government Annuities Improvement Act and the regulations. 


ep Of— 


Raymond Dubois, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
15 July 1994 


REPORT OF THE ACTUARY 


| have valued the actuarial liabilities in the balance sheet of the Government Annuities Account at 
31 March 1994 and their decrease in the Account's statement of operations for the year then ended, 
in accordance with accepted actuarial practice. 


In my opinion, the evaluation is appropriate and the financial statements fairly present its results. 


Sol PLD 


Michel Bédard 

Fellow of the Canadian Institute of Actuaries 
Chief Actuary 

Human Resources Development Canada 


Hull, Canada 
15 July 1994 


GOVERNMENT ANNUITIES ACCOUNT 


Balance Sheet 
as at 31 March 1994 


ASSETS 
1994 1993 
(in thousands of dollars) 
Deposit with Receiver General for Canada $684,891 $724,751 
Accrued interest due from Canada 50,793 53,683 
Accounts receivable 162 148 
$735,846 $778,582 
LIABILITIES 
Actuarial surplus due to Canada S$: #15893 $7 1.832 
Actuarial liabilities (Note 3) 733,953 776,750 
$735,846 $778,582 


Approved by the Canada Employment and Immigration Commission: 


fo Chairperson 


°C Financial & Administrative Services 


GOVERNMENT ANNUITIES ACCOUNT 


Statement of Operations and Actuarial Liabilities 
for the year ended 31 March 1994 


Payments and other charges 
Annuity payments 


Premium refunds 
Unclaimed annuities 


Income 
Interest from Canada 


Premiums 
Other 


Excess of payments and other charges over 
income for the year 


Actuarial liabilities, balance at beginning 
of the year 


Actuarial surplus 


Actuarial liabilities, balance at end of 
the year (Note 3) 


Actuarial liabilities are comprised of: 


Unmatured annuities, accumulated 
premiums and accrued interest 


Matured annuities, present value 


1994 


1993 


(in thousands of dollars) 


$ 90,311 
1,098 
664 
92,073 


1 


50,793 
PAT 
g9 


51,169 


—— 


40,904 


776,750 


a 


735,846 


1,893 


$733,953 


$126,057 


607,896 


eS eee 


$733,953 


$ 92,652 
1,164 
636 


94.452 


53,683 
208 
90 


53,981 


Ss 


40,471 


819,053 


Pn nS ann 


778,582 


1,832 


$776,750 


$ 147,027 


629,723 


nds nes 


$776,750 


GOVERNMENT ANNUITIES ACCOUNT 


Statement of Changes in Financial Position 
for the year ended 31 March 1994 


Funds were used for: 
Operations 


Excess of payments and other charges 
over income for the year 


Decrease in accrued interest and accounts receivable 


Actuarial surplus remitted to Consolidated 
Revenue Fund 


Total funds used 


Deposit with Receiver General for Canada, 
balance at beginning of the year 


Deposit with Receiver General for Canada, 
balance at end of the year 


1994 1993 
(in thousands of dollars) 


$ 40,904 $ 40,471 


(2,876) (2,920) 


38,028 37455) 
1,832 2,679 
39,860 40,230 
124,751 164,981 


$684,891 $724,751 


GOVERNMENT ANNUITIES ACCOUNT 


Notes to Financial Statements 
31 March 1994 


Authority and purpose 


The Government Annuities Account was established in 1908 by the Government Annuities 
Act (the "Act"), as modified by the Government Annuities Improvement Act (the 
"Improvement Act"). 


The purpose of the Act was to assist individuals and groups of Canadians to provide for their 
later years by purchasing Government annuities. The Improvement Act increased the rate 
of return on Government annuity contracts to a rate of seven percent, increased their 
flexibility and discontinued future sales. 


The Account is administered by the Canada Employment and Immigration Commission and 
operates through the Consolidated Revenue Fund. 


Significant accounting policies 
(a) Basis of accounting 


The accounts of the Government Annuities Account are maintained on an accrual 
basis. 


(b) Actuarial liabilities 


Actuarial liabilities comprise: (i) in respect of unmatured annuities, accumulated 
premiums and accrued interest and (ii) in respect of matured annuities, the present 
value of such annuities actuarially determined on the basis of such rate or rates of 
interest and mortality tables as is prescribed. 


(c) Actuarial surplus 
At the end of any fiscal year, the recorded amount of actuarial liabilities may be 
different than the calculated amount of actuarial liabilities. The difference represents 
an actuarial surplus or deficit which is remitted to or recovered from the 
Consolidated Revenue Fund. 


(d) Interest from Canada 


Interest from Canada is calculated on actuarial liabilities as prescribed by the 
Improvement Act. 


(e) Unclaimed annuities 
Unclaimed annuities represent amounts transferred to the Consolidated Revenue 


Fund in respect of annuities that could not be paid because the annuitants could not 
be located. 


(f) Services provided without charge 


The Account does not record the value of administrative services it receives without 
charge from the Canada Employment and Immigration Commission and other 
Government entities. 


Actuarial liabilities 


The method utilized to calculate the actuarial liabilities of $733,953,000 (1993 - 
$776,750,000) is in accordance with subsection 15(1) of the Government Annuities 
Improvement Act and the regulations pertaining thereto. 


The Government Annuities Regulations provide that the Mortality Tables to be used in 
determining the values of annuities shall be the Annuity Tables for 1949 modified by 
Projection Scale C. 


The Commission undertakes an annual review of mortality experience to monitor the 
appropriateness of the mortality tables for valuation purposes. The results of the last study, 
completed in April 1994, indicate that the mortality tables in use continue to be appropriate 
for such purposes. 


Respective roles of the valuation actuary and of the auditor 


In accordance with the Joint Policy Statement of the Canadian Institute of Chartered 
Accountants and the Canadian Institute of Actuaries, dated March 1991, it is appropriate to 
include a description of the respective roles of the actuary and of the auditor with the 
financial statements. Their respective roles are as follows: 


(a) The actuary, being in this case the Chief Actuary employed by the Canada 
Employment and Immigration Commission, determines and reports on the amount 
of actuarial liabilities for annuity contracts issued under the Government Annuities 
Act, as shown in the financial statements. This valuation is conducted in 
accordance with the Recommendations for Life Insurance Company Financial 
Reporting of the Canadian Institute of Actuaries. The Chief Actuary also determines 
that the method utilized to calculate the actuarial liabilities is in accordance with 
subsection 15(1) of the Government Annuities Improvement Act and the regulations 
pertaining thereto. 


(b) The auditor expresses an opinion on the fairness of financial statements prepared 
by management. The audit is conducted in accordance with generally accepted 
auditing standards issued by the Canadian Institute of Chartered Accountants. 
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Human Resources Développement des 
Development Canada ressources humaines Canada 


Deputy Minister Sous-ministre 


Ottawa, Canada 
K1A 0J9 


The Honourable Lloyd Axworthy, P.C., M.P. 
Minister of Human Resources Development 
Ottawa, Ontario 


Dear Minister: 

On behalf of the Canada Employment and Immigration 
Commission, I have the honour to submit for the information 
of Parliament the Annual Report on Government Annuities, 
covering the period from April 1, 1994 to March 31, 1995. 

This report is prepared in compliance with 
section 18 of the Government Annuities Improvement Act. 


Sincerely, 


Dapeng el Noreau 


Deputy Minister 
Human Resources Development 
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History 


The Government Annuities Act, a milestone in 
Canadian legislation, came into force on 
September 1, 1908. Canadians were able to 
purchase deferred and immediate annuities, either 
individually or under the terms of an employer 
pension plan, thus encouraging them to provide for 
their later years. 

By the 1960's, social security programs, such as 
Old Age Security, Guaranteed Income Supplement 
and the CPP/QPP had been introduced. These were 
gaining importance in providing Canadians with 
basic retirement income. This development, 
together with the increasing attractiveness of private 
pension plans, led to a steady decline in the sale of 
government annuities. This resulted in the 
Governments's decision to discontinue the 
promotion of sales in 1967. 

Increasing interest rates led to the adoption of the 
Government Annuities Improvement Act in 
December of 1975. The Act increased the rate of 
return on annuities to 7 per cent, which was closer 
to the rates available in the private sector. It also 
admitted the maximum annuity of $1,200 to be 
exceeded in order to allow annuity increases 
resulting from the higher rate of return. Finally, the 
Act formally ended the sale of government 
annuities. 


Workload Statistics 


Since 1908, about 553,000 individual contracts and 
group certificates have been issued. The majority of 
these (403,870) have since then expired, terminated 
or been refunded. The remaining 149,130 contracts 
are administered by the 46 staff members of the 
Annuities Branch, located in Bathurst, NB. 

As of March 31, 1995, over 118,200 annuitants 
held slightly more than 130,600 contracts under 
payment. During 1994/95, about 1.3 million 
cheques were issued and each annuitant received 
$660.53 on average. 

During the last fiscal year, 2,896 (3,304 in 
1993/94) deferred annuities came into payment and 
667 deferred contracts were terminated at or before 
maturity, due to death, small refunds or unclaimed 
funds. Therefore, there were 18,515 deferred 
contracts left as of March 31, 1995; a schedule of 
their anticipated maturity dates is provided in the 
Appendix. 

Over the years, the Annuities Branch has 
underwritten 1,935 group pension plans, 1,321 of 
which have been formally discontinued. Of the 
remaining 614 pension plans, premiums were 
received under only | plan during the fiscal year. 

Forty-six annuitants reached the age of 100 
during the fiscal year. There were 127 centenarians 
(102 females and 25 males) as of March 31, 1995, 
a decrease of 2 from the previous year-end. The 
oldest annuitant, a female, was 109 years old. 


Mortality Experience 


During 1994/1995, 6,538 (6,938 in 1993/94) 
annuities in payment were either terminated or 
adjusted as a result of annuitant deaths: 4,241 group 
certificates and 2,297 individual contracts. Of those, 
4,760 were held by men, 1,778 by females. The 
average age at death for male annuitants was 80.1 
(up 0.4 from previous fiscal year) while that of 
female annuitants averaged 85.4 (up 0.1). 

As a consequence, $18.7 million were released 
from the reserves for annuities in payment: $15.6 
million resulting from the complete termination of 
annuities and $3.1 million emerging from the 
reduction in the reserve factors (after the annuitants' 
deaths) for both annuities with a guaranteed period 
and joint and last survivor provisions. 


Financial Statement 


During 1994/1995, total income amounted to 
$48.3 million ($51.2 in 1993/94), $48 million of 
which represented interest of 7% credited to the 
Account. 

Most of the $89 million disbursements ($92.1 
million in 1993/94) were made on account of 
payments under the matured annuities ($87.7 
million). The remaining was used to refund 
premiums ($0.9 million) and $0.4 million was 
transferred to the Consolidated Revenue Fund on 
account of unclaimed annuities. 

Since total disbursements have exceeded total 
income by $40.7 million, the $735.9 million opening 
balance was reduced to $693.2 million at March 31, 
1995. However, as of that date, the actuarial 
reserves required were only $692.9 million. The 
excess balance of $0.3 million was thus released to 
the Consolidated Revenue Fund as an actuarial 
surplus arising from operations over 1994/1995. In 
other words, this portion of accumulated funds was 
no longer required to cover the government's future 
obligations under the program. 


Actuarial Certificate Annuities Act. His certificate is attached to the 
financial statements while the valuation summary is 


The Chief Actuary has made the valuation of Wow below. 


actuarial liabilities on March 31, 1995 in respect 
of annuity contracts issued under the Government 


Government annuities valuation certificate as of March 31, 1995 


Classification Number of Amount of Actuarial 
contracts annuity reserve 
$ $ 

Matured: (under payment) 

Males, Ordinary 56,509 36,212,098 211,577,489 
Females, Ordinary 28,772 14,302,775 86,079,178 
Males, Guaranteed 27,349 20,964,801 182,878,860 
Females, Guaranteed 5,446 3,645,712 34,877,100 
Reducing at OAS eligibility 1,862 3,433,171 12,311,808 
Last Survivor Ordinary 7,619 5,358,647 50,114,976 
Certain 2,918 2,311,738 7,272,751 
Temporary 138 44,899 126,027 
Cheques due on Suspended Payments 0 0 69,334 
Total matured 130,613 86,273,841 585,307,523 


em 


i 


Deferred: (not yet under payment) 


Males, Ordinary 436 321,186 2,096,005 
Females, Ordinary 223 148,616 1,107,238 
Males, Guaranteed 15,015 11,902,075 86,337,602 
Females, Guaranteed 2,681 1,965,827 15,154,008 
Males, Last Survivor 68 79,089 838,709 
Females, Last Survivor 2 273 2,086 
Refunds in process 45 0 175,042 
Other refunds in process 45 0 138,158 
Suspense Accounts 0 0 1,714,612 
Total deferred 18,515 14,417,066 107,563,460 


a 


Grand total 149,128 100,690,907 692,870,983 


a D 


22 


4 Appendix 


Maturity schedule of deferred contracts & certificates 


Individual Group pension Total 

contracts certificates 
Before April 1, 1995 139 232 371 
1995 — 1996 754 1,545 2,299 
1996 — 1997 670 1,357 2,027 
1997 — 1998 573 1,265 1,838 
1998 — 1999 493 1,105 1,598 
1999 — 2000 451 1,086 oon 
1995 — 2000 2,941 6,358 9,299 
2000 — 2001 455 1,030 1,485 
2001 — 2002 370 888 1,258 
2002 — 2003 366 809 eiis 
2003 — 2004 272 656 928 
2004 — 2005 247 570 817 
2000 — 2005 1,710 3,953 5,663 
2005 — 2010 944 1,071 2,015 
2010 — 2015 517 224 741 
2015 — 2020 266 49 315 
After March 31, 2020 103 8 111 


Grand total 6,620 11,895 18,515 


GOVERNMENT ANNUITIES ACCOUNT 


Financial Statements 


31 March 1995 
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MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL REPORTING 


The accompanying financial statements have been prepared by the Account's management in 
accordance with generally accepted accounting principles consistently applied. Management is 
responsible for the integrity and objectivity of the information in the financial statements. 


In discharging its responsibility for the integrity and fairness of the financial statements, management 
maintains financial and management control systems and practices designed to provide reasonable 
assurance that transactions comply with relevant authorities, assets are safeguarded and proper 
records are maintained. 


The Account's management recognizes the responsibility of conducting its affairs in compliance with 
the Government Annuities Act, Government Annuities Improvement Act and regulations. 


The Commission oversees management's responsibilities for maintaining adequate contro! systems 
and the quality of financial reporting. The financial statements have been reviewed and approved by 
the Commission. 


The independent auditor, the Auditor General of Canada, is responsible for auditing the transactions 
and financial statements of the Account and for issuing his report thereon. 


Chairperson 


\DA 


Assistant Deputy Minister 
Financial & Administrative Services 


AUDITOR GENERAL OF CANADA VERIFICATEUR GENERAL DU CANADA 


AUDITOR'S REPORT 
To the Minister Designate of Human Resources Development 


| have audited the balance sheet of the Government Annuities Account as at 31 March 1995 and the 
statements of operations and actuarial liabilities and changes in financial position for the year then 
ended. These financial statements are the responsibility of the Account's management. My 
responsibility is to express an opinion on these financial statements based on my audit. 


| conducted my audit in accordance with generally accepted auditing standards. Those standards 
require that | plan and perform an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well as evaluating 
the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in all material respects, the financial position of 
the Account as at 31 March 1995 and the results of its operations and the changes in its financial 
position for the year then ended in accordance with generally accepted accounting principles. 


Further, in my opinion, the transactions of the Account that have come to my notice during my audit of 
the financial statements have, in all significant respects, been in accordance with the Government 
Annuities Act, the Government Annuities Improvement Act and the regulations. 


(Ne 


Wm. F. Radburn, FCA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
31 July 1995 


REPORT OF THE ACTUARY 


| have valued the actuarial liabilities in the balance sheet of the 
Government Annuities Account at March 31, 1995 and their decrease in 
the Account’s statement of operations for the year then ended, in 
accordance with accepted actuarial practice. 


In my opinion, the evaluation is appropriate and the financial statements 
fairly present its results. 


Ge e.$ Rao 


Michel Bédard, 

Fellow of the Canadian Institute of Actuaries, 
Chief Actuary, 

Human Resources Development Canada 


Hull, Canada 
July 31, 1995 


GOVERNMENT ANNUITIES ACCOUNT 


Balance Sheet 
as at 31 March 1995 


ASSETS 
1995 1994 
(in thousands of dollars) 
Deposit with Receiver General for Canada $ 645,083 $ 684,891 
Accrued interest due from Canada 48,001 50,793 
Accounts receivable 121 162 
$ 693,205 $ 735,846 
LIABILITIES 
Actuarial surplus due to Canada $ 334 Sie hogs 
Actuarial liabilities (Note 3) 692,871 GEIS be 
$ 693:205 $ 735,846 


Approved by the Canada Employment and Immigration Commission: 


Chairperson 


Ne 


Assistant Deputy Minister 
Financial & Administrative Services 


GOVERNMENT ANNUITIES ACCOUNT 


Statement of Operations and Actuarial Liabilities 


for the year ended 31 March 1995 


Payments and other charges 
Annuity payments 


Premium refunds 
Unclaimed annuities 


Income 
Interest from Canada 


Premiums 
Other 


Excess of payments and other charges over 
income for the year 


Actuarial liabilities, balance at beginning 
of the year 


Actuarial surplus 


Actuarial liabilities, balance at end of 
the year (Note 3) 


Actuarial liabilities are comprised of: 


Unmatured annuities, accumulated 
premiums and accrued interest 


Matured annuities, present value 


1995 


1994 


(in thousands of dollars) 


> 607,419 
909 
386 


89.014 


48,001 
170 
95 


48,266 


40,748 


733,953 


693,205 


334 


$ 692,871 


$ 107,563 
585,308 


$ 692,871 


$ 90,311 
1,098 
664 


92.073 


50,793 
PALATE 
99 


ShIGY 


40,904 


776,750 


735,846 


1,893 


$ 733,953 


$ 126,057 
607,896 


$ 733,953 


GOVERNMENT ANNUITIES ACCOUNT 


Statement of Changes in Financial Position 


for the year ended 31 March 1995 


Funds were used for: 


Operations 


Excess of payments and other charges 
over income for the year 


Decrease in accrued interest and accounts receivable 


Actuarial surplus remitted to Consolidated 
Revenue Fund 


Total funds used 


Deposit with Receiver General for Canada, 
balance at beginning of the year 


Deposit with Receiver General for Canada, 
balance at end of the year 


— 


995 


1994 


(in thousands of dollars) 


$ 40,748 


(2,833) 
37,915 


1,893 


39,808 


684.891 


$ 645.083 


$ 40,904 


(2,876) 
38,028 


1,832 


39,860 


724,751 


$684,891 


GOVERNMENT ANNUITIES ACCOUNT 


Notes to Financial Statements 
31 March 1995 


Authority and purpose 


The Government Annuities Account was established in 1908 by the Government Annuities 
Act (the "Act"), as modified by the Government Annuities Improvement Act (the "Improvement 


Act"). 


The purpose of the Act was to assist individuals and groups of Canadians to provide for their 
later years by purchasing Government annuities. The Improvement Act increased the rate of 
return on Government annuity contracts to a rate of seven percent, increased their flexibility 
and discontinued future sales. 


The Account is administered by the Canada Employment and Immigration Commission and 
operates through the Consolidated Revenue Fund. 


Significant accounting policies 


(a) 


Basis of accounting 


The accounts of the Government Annuities Account are maintained on an accrual 
basis. 


Actuarial liabilities 


Actuarial liabilities comprise: (i) in respect of unmatured annuities, accumulated 
premiums and accrued interest and (ii) in respect of matured annuities, the present 
value of such annuities actuarially determined on the basis of such rate or rates of 
interest and mortality tables as is prescribed. 


The method utilized to calculate the actuarial liabilities is in accordance with the 
Government Annuities Improvement Act and the regulations pertaining thereto. 


Actuarial surplus 


At the end of any fiscal year, the recorded amount of actuarial! liabilities may be 
different than the calculated amount of actuarial liabilities. The difference represents 
an actuarial surplus or deficit which is remitted to or recovered from the Consolidated 


Revenue Fund. 
Interest from Canada 


Interest from Canada is calculated on actuarial liabilities as prescribed by the 
Improvement Act. 


(e) Unclaimed annuities 


Unclaimed annuities represent amounts transferred to the Consolidated Revenue 
Fund in respect of annuities that could not be paid because the annuitants could not 
be located. 


(f) Services provided without charge 


The Account does not record the value of administrative services it receives without 
charge from the Canada Employment and Immigration Commission and other 
Government entities. 


Actuarial liabilities 


The Government Annuities Regulations provide that the Mortality Tables to be used in 
determining the values of annuities shall be the Annuity Tables for 1949 modified by 
Projection Scale C. 


The Commission undertakes an annual review of mortality experience to monitor the 
appropriateness of the mortality tables for valuation purposes. The Chief Actuary has 
indicated that the mortality tables in use continue to be appropriate for such purposes. The 
annual actuarial surplus of $334,000 has fallen significantly from $1,893,000 in 1993-94. The 
current mortality basis will require reconsideration if this experience is confirmed in the next 
few years and the Account generates an actuarial deficit. 


Respective roles of the valuation actuary and of the auditor 


In accordance with the Joint Policy Statement of the Canadian Institute of Chartered 
Accountants and the Canadian Institute of Actuaries, dated March 1991, it is appropriate to 
include a description of the respective roles of the actuary and of the auditor with the financial 
statements. Their respective roles are as follows: 


(a) The actuary, being in this case the Chief Actuary employed by the Canada 
Employment and Immigration Commission, determines and reports on the amount of 
actuarial liabilities for annuity contracts issued under the Government Annuities Act, 
as shown in the financial statements. This valuation is conducted in accordance with 
the Recommendations for Life Insurance Company Financial Reporting of the 
Canadian Institute of Actuaries. The Chief Actuary also determines that the method 
utilized to calculate the actuarial liabilities is in accordance with the Government 
Annuities Improvement Act and the regulations pertaining thereto. 


(b) The auditor expresses an opinion on the fairness of financial statements prepared by 
management. The audit is conducted in accordance with generally accepted auditing 
standards issued by the Canadian Institute of Chartered Accountants. 
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